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CREDIT CONFERENCE: To finance defense, combat inflation (See page 25) 


This Month: 


FACING THE NEW EMERGENCY by Henry J. Boone 
FRAMING A FLEXIBLE INVESTMENT PROGRAM by L. Sumner Pruyne 


A MANAGEMENT CHALLENGE TO COUNTRY BANKING by C. W. Reinking 


























WHEN WE BANKERS 
CLIP COUPONS... 


you may be sure we are sending for 
something we think is really useful 





& 
San Condi ee nian asia ui tits: me 


“Check Indorsements” has proved one of the most popular idea-books 
Hammermill ever offered in banking magazines 


Read these typical comments from 
bankers throughout the country: 


From Connecticut: “Thank you for the 
copies of Check Indorsements we requested. 
They will probably save us many embar- 
rassing moments as well as possible losses.” 


From Illinois: ‘‘I’m sure the booklet will 
have many uses and enlighten our tellers 
as to proper indorsements of checks.”’ 


From Mississippi: ‘‘Our tellers have found 
Check Indorsements very useful. It not only 


GIVE YOUR CHECKS THE ADVANTAGES OF 





has refreshed their minds on things they 


already knew, but has brought to them CHECK IMDDASEMEATS | 


other important features.”’ 


From Pennsylvania: ‘‘The members of this 
organization will find this book an additional 
protection for depositors of this institution.” 


From Missouri: ‘‘My sincere congratula- 
tions on your excellent publication, Check 
Indorsements.”’ 


From North Carolina: ‘“‘An excellent piece 
of work which will be most helpful to Send coupon for 
bankers throughout the country.” 


your copies today. 


“THE BEST KNOWN NAME IN PAPER” | Let us know how many 
you want 


Hammermill Paper Company 
1503 East Lake Road, Erie 6, Pennsylvania 


Please send me FREE copies of “CHECK INDORSEMENTS” 
for my tellers. 


Name Position_ 
(Please attach to, or write on, your bank letterhead.) BCH-JAN 








MANUFACTURED BY HAMMERMILL PAPER COMPANY, ERIE, PA FOUNDED 1898 
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Employee Benefits 


Strs: So often banks are criticized for 
salary policies and for the lack of non- 
wage benefits compared to those in other 
industries. While I personally disagree 
with such allegations, I do think that 
banking as a business has done a poor 
public relations and personnel relations 
job in bringing to the attention of its own 
people as well as outsiders the many things 
that banking has to offer present and 
prospective employees. 

One very proving fact is the accompany- 
ing chart contained in a recent survey con- 
ducted by the Chamber of Commerce of 
the United States on non-wage labor costs 
of doing business. This survey was par- 
ticipated in by 690 companies and covers 
more than 4,010,000 workers. I particu- 
larly draw attention to the fact that banks, 
finance and trust companies—paying their 
employees 24 per cent of total payroll in 
the form of other benefits—lead the field 
by a fairly wide margin in this respect. 

A copy of the survey may be obtained 
for 50 cents by writing the Chamber of 
Commerce of the United States of America, 
Washington 6, D. C. 

J. F. HoLLanp, Assistant Cashier 

and Personnel Officer, 
The Farmers and Merchants 
National Bank of Los Angeles, 
Los Angeles, California 


° 


Sirs: According to a survey made by 
the Chamber of Commerce of the United 
States, the highest percentage of non-wage 
labor payments is made by the group called 


‘banks, finance and trust companies.” 

It might be argued that these extra pay- 
ments by financial institutions are higher 
in terms of percentages because base 
salaries are low compared with those of 
other industries. This is controverted by 
the survey’s disclosure that the financial 
group pays an average of $706 a year per 
employee in these extra benefits, a figure 
far above other lines of business. Public 
utilities pay $621 a year; petroleum refining 
$642; printing and publishing $565. All 
other industries are far below these figures, 
and the average for all is $477 a year for 
each employee. 


Louts C. Fink, 
Public Relations Department, 
Central Hanover Bank and 
Trust Company, 
New York, New York 


o o ¢ 


Down Mexico Way 


Strs: I wish to thank you for your 
kindness in sending me Burroughs Clearing 
House, and am pleased to tell you how 
much I enjoy it. I have found the articles 
very interesting, particularly the section 
dealing with banking and financial news. 

Furthermore, we have taken many ideas 
from the magazine and applied them in the 
advertising development of Banco Popular, 
of which I am honored to be assistant 
manager. 

SALVADOR BAzAN SANCHEZ, 

Banco Popular, S. A., 
Apartado 660, Guadalajara, 
Jalisco, Mexico 


Financial institutions lead in payment of ‘‘non-wage’’ benefits 








Nonwage Payments, by Industries by Major Types of Payments—690 Companies, 1949 
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Operation Home-Folk 


Sirs: The First National Bank of 
Scranton through its travel department 
sponsored a trip to Camp Atterbury in 
Indianapolis for the friends and relatives 
of the local boys in training with the 109th 
Infantry Regiment. Some 350 people left 
Scranton and traveled 850 miles by a spe- 
cial train for a two-day visit to the camp. 

This is said to be the first time that there 
has been such a mass movement of relatives 
to any Army camp in the United States. 

Major General Daniel B. Strickler, 
Commanding Officer of the 28th Division, 
and Brigadier General T. L. Hoban, 
Assistant Division Commander, were ex- 
tremely pleased with the visitation. 

WALTER B. KRAMER, Assistant 

Vice-president, The First 
National Bank of Scranton, 
Scranton, Pennsylvania 
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New Issues-1950 





Purchased and Offered by Halsey, Stuart & Co. INc. alone or with associates* 


Amount of Rye 
Issue State & Municipal 


$ 5,400,000 ALLEGHENY COUNTY, PA. 
see 154% Bonds, Due 1951-80 


19,500,000 BALTIMORE, MD., CITY OF 
5,1Y.& 14% Bonds, oned 1952. 76 
22,500,000 BOSTON, MASS., CIT 
Var. rates Notes, Due 1950 (5 issues) 


150,000,000 CALIFORNIA, STATE OF + 
Veterans’ & State School Bonds, Var. Rates, 
Due 1952-76 (3 issues) 


4,075,000 CHARLOTTE, N. C., CITY OF + 
6, 24, 1% & 1%% Bonds, Due 1951-87 


5,000,000 CINCINNATI, O., CITY OF 
2% Bonds, Due 1951-90 


6,000,000 CINCINNATI, O., CITY SCHOOL DISTRICT + 
154% Bonds, Due 1951-74 
11,440,000 CLEVELAND, O., CITY OF 
4, 11% & 1%% Bonds, Due 1951-75 
2,850,000 Conpus CHRISTI, TEX., CITY OF 
2% & 22% Bonds, Due 1952- 74 


a Tip ett % Bonds, Due 1952-66 
2&1% nds, Due 19 
2,000,000 Various rates Bonds, Due 1951-80 


4,000,000 DUVAL ey. FLA., SPEC. TAX 
SCH. DIST. NO. 
4,2Y%, &1%% fom, Due 1951-69 


2,458,000 HARTFORD, CONN., CITY OF 
114% Bonds, Due 1951-70 


36,000,000 HOUSTON, TEX., CITY OF + 
Var. purposes & rates Bonds, Due 1950-80 (2 issues) 


3,500,000 IOWA, STATE OF 
144% Service Comp. Bonds, Due 1964-68 


2,073,000 reg MISS., CITY OF 
144 & 2% Bonds, Due 1950-60 


2,300,000 JAMESTOWN, N Y., CITY OF 
1.60% Bonds, ‘Due 1951-70 


2,500,000 MORGANTOWN, W. VA., CITY OF 
Var. rates, Water Rev. Bonds, Due 1953-84 


2,138,000 NEW HAVEN, CONN., CITY OF 
14% Bonds, Due ong 70 


4,500,000 oan ORLEANS, » CITY OF 
Var. rates Bonds, Due i 89 


6,500,000 OKLAHOMA CITY, + 
24,244 & 1% Bonds, B Due 1953-75 


2,000,000 ONONDAGA, N. Y., COUNTY OF 
1.60% Bonds, Due 1951-74 


57,775,000 PHILADELPHIA, PA., CITY OF + 
Var. rates Bonds, Due 1951-2000 


65,000,000 PENNSYLVANIA. GENERAL STATE AUTHORITY 
Var. rates Bonds, Due 1953-77 


5,375,000 mt aoe ay R. I., CITY OF 
2% Bonds, Due 1951- “0 


2,500,000 PULASKI COUNTY, 
2% & 2.10% Bonds, } any 1952-70 


6,000,000 SAN ANGELO, TEX., CITY OF 
Var. rates Water Rev. Bonds, Due 1951-81 


9,810,000 SAN FRANCISCO, CAL., CITY & COUNTY OF 
14% & 14% Bonds, Due 1951-65 


10,000,000 SOUTH CAROLINA, STATE OF 
14%, & 1.30% Hwy. Bonds, Due 1954-65 (2 issues) 


11,000,000 SOUTH DAKOTA, STATE OF 
1% Bonus Bonds, Due 1951-53 


1,700,000 TALLAHASSEE, FLA., CITY OF 
142 & 144% Bonds, Due 1952-70 


3,000,000 Berry COUNTY, OKLA., IND. — DIST. NO. 1 
» 1% & 142% Bonds, Due 1953-7 


1,850,000 UPPER DARBY, PA., TWP. SCH. DIST. 
134% Bonds, Due 19$1- 80 


2,000,000 WEST VIRGINIA, STATE OF 
4,14. &1Y%% Bonds, Due 1951-75 


63,453,000 ADDITIONAL MUNICIPAL BONDS, VARIOUS ISSUES 


Descriptive circulars or prospectuses and current quotations will 
be supplied for any of these securities upon request. 

* To Dec. 12, 1950 

+ Issue beaded jointly by Halsey, Stuart & Co. Inc. and others. 


All other issues were beaded, or purchased and offered alone, 
by Halsey, Stuart & Co. Inc. 


Send For 
Year-End Bond Survey 


Yeat End 
pond Survey 





A concise yet comprehensive survey of activities and 
influences operating in the bond market as a whole— 
and in each major classification. Request your copy to- 
day, without obligation. Write for leaflet BC-5. 


Amount of 
Issue Corporate 
$ 6,000,000 ARKANSAS POWER & LIGHT COMPANY 


First Mtge. Bonds, 27% Series due 1980 . 
8,000,000 THE BROOKLYN UNION GAS COMPANY 
First Mtge. Bonds, 3% Seriesdue 1980. . . 
6,000,000 CALIFORNIA ELECTRIC POWER COMPANY 
First Mtge. Bonds, 274% Seriesdue 1980 . . . 
7,065,000 CHICAGO AND NORTH WESTERN RAILWAY 
COMPANY EQUIPMENT TRUST OF 1950 
214% Equip. Trust Ctfs., Due 1951-65 . ‘ 
55,000,000 CHICAGO, ROCK ISLAND AND PACIFIC RAIL. 
ROAD COMPANY First Mtge. 278% Bonds, Series A, 
Due 1980 7 
40,000,000 THE CLEVELAND | UNION TERMINALS COM. 
PANY First Mtge. Serial Bonds, 314%, Due 1951-66 
110,000,000 THE COLUMBIA GAS SYSTEM, INC. 
3% Debentures, Series A Due 1975... . 
49,000,000 COMMONWEALTH EDISON COMPANY 
234% Sinking Fund Debentures, Due 1999 . 
12,000,000 DELAWARE POWER & LIGHT COMPANY 
First Mtge. & Coll. Trust Bonds, 234% Series due 1980 
15,000,000 GEORGIA POWER COMPANY 
First Mtge. Bonds, 27@% Series due 1980. . . 
14,130,000 GREAT NORTHERN RAILWAY EQUIPMENT 
TRUST OF 1950 234% Equip. Trust Ctfs., Due 1951-65 
20,000,000 INDIANA & MICHIGAN ELECTRIC COMPANY 
First Mtge. Bonds, 234% Series Due 1980 . . . 
9,500,000 INDIANA GAS & WATER COMPANY, INC. 
First Mtge. 274% Bonds, Series A, Due 1980 ‘s 
100,000,000 INTERNATIONAL BANK FOR RECONSTRUC- 
TION AND ——eer 2% Serial Bonds 
of 1950, Due 1953-61 . . 
7,995,000 JAMAICA WATER SUPPLY COMPANY _ 
995, First Mtge. 274% Bonds, Series C, Due 1975. . 
15,000,000 KANSAS CITY POWER & LIGHT COMPANY 
First Mtge. Bonds, 234% Series due 1980 i 
5,600,000 sa CENTRAL RAILROAD COMPANY 
UIPMENT TRUST OF 1950 2%4% reais Trust 
Las... . “< 
12,250,000 METROPOLITAN EDISON ‘COMPANY 
First Mtge. Bonds, 234%, Due 1980 (2 issues) . 
6,000,000 MILWAUKEE GAS LIGHT COMPANY 
334% Sinking Fund Debentures, due 1970 
7,500,000 MISSISSIPPI POWER & LIGHT COMPANY 
First Mtge. Bonds, 27% Series due 1980. . 
15,000,000 NEW JERSEY BELL TELEPHONE COMPANY 
Forty Year 234% Debentures, Due 1990 . . . é 
40,000,000 NIAGARA MOHAWK POWER CORPORATION 
Gen’! Mtge. Bonds, 234% Series due 1980. . 
35,000,000 PANHANDLE EASTERN PIPE LINE COMPANY ; 
’ 234% Debentures, Due 1953-62; 1975 . fs 
20,625,000 PENNSYLVANIA RAILROAD EQUIPMENT 
TRUSTS SERIES Y&Z 244% & 24% — Trust 
Ctfs., Due 1951-65 . . 
10,000,000 PITTSBURGH AND LAKE ERIE RAILROAD 
EQUIPMENT TRUST of 1950 1n% — Trust 
Ctfs., Due 1951-60 . . 
26,000,000 PUBLIC SERVICE ELECT RIC AND GAS COM. 
PANY First & Refg. Mtge. Bonds, 234% Series Due 1980 
30,000,000 SEABOARD AIR LINE RAILROAD COMPANY 
First Mtge. 3% Bonds, Series B, Due 1980. . . . 
10,635,000 SEABOARD AIR LINE RAILROAD EQUIPMENT 
TRUSTS SERIES G&H 244% & 232% — Trust 
Ctfs.. Due 1951-65 . .. . 
6,000,000 SOUTHWESTERN GAS AND ELECT RIC COM. 
PANY First Mtge. Bonds, Series D, 274%, Due 1980 
40,000,000 TENNESSEE GAS TRANSMISSION COMPANY 
First Mtge. Pipe Line Bonds, 3% Series due 1970 . 
25,000,000 UNION ELECTRIC COMPANY OF MISSOURI 
. - First Mtge. & Coll. Tr. Bonds, 278% Series due 1980 . 


22,350,000 ADDITIONAL PUBLIC UTILITY BONDS, VA- 
RIOUS ISSUES 

31,290,000 ADDITIONAL RAILROAD EQUIPMENT TRUST 

: CERTIFICATES, VARIOUS ISSUES .. . . 


HALSEY, STUART & Co. 


123 S. LA SALLE STREET, CHICAGO 90 + 35 WALL STREET, NEW YORK 5 


AND OTHER PRINCIPAL CITIES 


Underwriting 
Interest 


$ 4,200,000 
2,500,000 
4,000,000 


2,715,000 


4,550,000 
3,520,000 
19,050,000 
12,100,000 
8,400,000 
3,400,000 
5,220,000 
9,450,000 
2,500,000 


20,650,000 
7,995,000 
8,050,000 


1,100,000 
10,100,000 
1,500,000 
3,900,000 
11,500,000 
15,350,000 
6,600,000 


5,925,000 


5,450,000 
6,900,000 
8,100,000 


4,560,000 
4,200,000 
3,100,000 
8,650,000 


21,350,000 
14,420,000 


INC. 


Burroughs Clearing House 
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TRENDS IN FINANCE 








Capital Spending Boom 

Along with all the other booms these 
days, there’s an expanding boom in capital 
spending for plant expansion and equip- 
ment going on, which adds up to a bright 
outlook for the new-issues security market 
for 1951. 

As a result of the increased outpouring 
of business cash, it is estimated that capi- 
tal spending last year may be the second 
highest on record, topping the $18.2 total 
of 1949. And, 1951 spending may well 
exceed the all-time record of $19.2 billion 








scored in 1948. McGraw-Hill’s annual 
Millions of Dollars 
800 
Trend of 
700 


Corporate Capital Flotations~ 























Chart shows monthly averages 
in the new-issues market 


survey shows that manufacturers are 
planning to spend 20 per cent more money 
on new plant and equipment this year than 
in 1950. Strangely enough, these plans are 
said to be based largely on expectations of 
civilian business, and exclude many of the 
war production projects pending. The 
steel, chemical, and petroleum refining 
industries are expected to expand the most, 
with the paper, aluminum and glass indus- 
also planning substantial growth 
programs. 

External funds needed. It might be 
expected that business would be in a strong 
enough cash position to finance such expan- 
sions out of its own funds. Corporate 
working capital reached a record total of 
$73.8 billion last June, and corporate 
profits are at a high level. However, it 
takes a lot more working capital these days, 
and meanwhile a big slice of 1950 profits 
used to pay larger dividends. Also, 
increased taxes will siphon off a huge por- 
tion of corporate earnings. 

Thus there will not be enough money in 
business coffers to finance many of the 

Major expansion projects, and this accounts 
for the anticipatory gleam in the eyes of 
investment bankers. Some think that 1951 
will produce an even greater flood of 


| Corporate financing through the new-issues 


market than in 1946, the top year since 
the all-time boom of the 20’s. 


January, 1951 





Financing trends. There is one major 
difference. In 1946 there was a great deal 
of refunding to take advantage of lower 
interest rates, whereas emphasis in 1951 
will be largely in new-money financing. 

The sale of bonds will provide much of 
this new money, but Wall Street expects 
stock issues to furnish an increasing per- 
centage. This trend was already emerging 
last year. Through August, some 28 per 
cent of all new-money financing was in the 
form of common and preferred stocks, 
compared with a ratio of 22 per cent in 
1949 and only 15 per cent in 1948. 

More industrials. The utility industry 
is expected to maintain its position as the 
biggest user of the new-issues market, both 
for refunding and new-money operations. 
However, general industrial issues may 
take a larger share of capital flotations 
than they have in recent years. 

One important question is how much of 
the new financing will ever reach the pub- 
lic. Last year, private sales accounted for 
some 35 per cent of all new-issue activity, 
and recent steel expansion developments 
have indicated that life insurance com- 
panies are avid for opportunities of this 
kind. 
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Investment in Education 


Investment bankers today appear to be 
exceptionally “education minded,” as they 
recognize the need for reducing the public’s 
financial and economic illiteracy that serves 
as a barrier to interest in securities, and 
also the need for improving the knowledge 
and skills of those within their own ranks. 

This was underscored at the recent 
annual meeting of the Investment Bankers 
Association, where the group’s educational 
program was reviewed and future plans 
outlined. 

Home-study course. To provide a 
training opportunity for junior employees 
in the business, one of the major projects 
has been the establishment of a corre- 
spondence course in the fundamentals of 
investment banking, in co-operation with 
the University of Chicago. A classroom 
course set up immediately after World 
War II benefited some 2,300 trainees at 
more than 20 universities and colleges, 
but now this program is being offered at 
only four of the larger cities. Hence the 
home-study course, which covers security 
analysis, problems in the financing of 
corporations, marketing of securities, and 
investment policy. Although planned for 
investment banking trainees, the 30-lesson 
course is open to others as well. Tuition 
is $40, and further information is available 
from the Educational Director, Investment 
Bankers Association of America, 33 South 
Clark Street, Chicago 3, Illinois. 

Seminar proposed. A tentative educa- 
tional project at the executive level is an 
investment banking seminar, a refresher 
course of perhaps five or six days duration, 
to be offered by the Wharton School of 
Finance and Commerce, University of 


Pennsylvania. If the plan receives ap- 
proval, the first session will probably be 
held in June or July of this year. 

Still another educational project of the 
Investment Bankers Association is a 
Manual on Merchandising Securities, 
scheduled to become available early this 
year. It will be pocket size, with approxi- 
mately 64 pages, and sell for about $1 or 
$1.50 a copy. 

Educational efforts have extended into 
the academic field. Each year ten pro- 
fessors teaching in the field of economic 
and finance are awarded fellowships, en- 
abling them to visit Wall Street for several 
weeks during the summer. They each 
study the operating end of the securities 
business at firsthand, and prepare a paper 
on some phase of the activity. This results 
in having the facts of the business brought 
to the attention of thousands of university 
and college students throughout the coun- 
try. Joining the Investment Bankers 
Association in this project are the New 
York Stock Exchange, New York Curb 
Exchange, National Association of Securi- 
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Reports educational projects 


ties Dealers, and the Association of Stock 
Exchange Firms—all of which have educa- 
tional programs of their own. 

Plan of action. The I. B. A. works on 
a decentralized plan whereby most of its 
activities are carried out at a regional level 
through 18 territorial groups, and thence 
filter down to the member level. Each 
group has an educational committee sup- 
plementing the two national committees, 
and most of the individual member firms 
have designated a partner or senior officer 
to serve as liaison in working with these 
committees and directing the firms’ educa- 
tional efforts. 

A Public Education Bulletin, published 
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LAURENCE M. MARKS, new I. B. A. president 


Will continue education drive 


by the I. B. A., contains reports on specific 
education projects throughout the country. 
The latest issue, for example, tells of com- 
munity investment courses in such centers 
as Chicago, Philadelphia, Los Angeles, and 
Peoria; an Institute of Finance sponsored 
by DePaul University; securities exhibits 
at home shows, state and county fairs, and 
similar events; radio and television pro- 
grams on the advantages of stock invest- 
ments; and many other ideas for public 
enlightenment. 
Continuing objective. 
tage, immediate past 


Albert T. Armi- 
president of the 





SERVICE 
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POLICY 


To cooperate with 
out-of-town banks 
rather than compete 
for business which is 
rightfully theirs. 









EXPERIENCE 


Officials with years of 
service in this field, 
assuring a knowl- 
edge of requirements 
and valuable assist- 
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I. B. A., devoted a major share of his efforts 
to promoting educational activities within 
the regional groups. His successor, Laur- 
ence M. Marks, has made continued prog- 
ress in this direction one of his foremost 
objectives. 

Mr. Marks is senior partner of Laurence 
M. Marks & Co., New York investment and 
brokerage house. He has devoted his 
entire life to the securities business. 

While the I. B. A. leaders believe that 
concentration on an education program 
has brought “real progress,” they agree 
with Past President Armitage’s recent 
statement that “the real job still lies ahead.”’ 


¢ = 


Management Counselors, Ine. 


The suggestion that small businesses 
could well make use of the services of re- 
tired officials of banking and industry, for 
counseling on a fee basis, was made in the 
July, 1950, issue of Burroughs Clearing 
House by Philip S. Shoemaker, a business 
consultant who has since become executive 
vice-president of Allegheny Trust Com- 
pany, Pittsburgh. 

Now comes word that an organization, 
*““Management Counselors, Inc.”” 37 Wall 
Street, New York City, exists to provide 
just such a service. It includes some 
50 Associates, who before retirement were 
top executives in 33 different industries 
and represent 14 professions such as bank- 
ing, accountancy, law, engineering, etc. 


Three of the members are retired New 
York City bankers: J. B. Birmingham, 
formerly vice-president, National City 


Bank of New York; R. H. Elmendorf, 
retired vice-president, Irving Trust Com- 
pany; and W. L. Peel, formerly assistant 
vice-president, City Bank Farmers Trust 
Co. of New York. The group encompasses 
and keeps in circulation a total of 2,000 
years of top-rated practical management 
experience, carefully classified and indexed 
for problems in specific fields. 

The objective of Management Coun- 
selors, Inc. is to make time-tested advice 
available to small business, to give them 
advantages now only had by large indus- 
try, and to provide the service at relatively 
low cost. The group finds that small enter- 
prises usually rate only a limited staff of 
executives, and their time is so fully 
occupied with the everyday routine of 
operation that they have little or no time 
for new studies, planning, or even to make 
an impartial review of existing methods. 

Inquiries are invited, and preliminary 
surveys are made without a fee for pro- 
spective clients. 
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Pension Trusts Broaden 
Investment Programs 


Pension trusts have joined the search 
for advantageous investment opportuni- 
ties. 

Some of them have followed life insur- 
ance companies into real estate, and there 
have been other ventures even more 
spectacular. 

Thus a pension trust of General Tire and 
Rubber Company has purchased, subject 
to FCC approval, the big Don Lee radio 
and TV chain on the West Coast, for a 
reported $12,320,000. The First National 
Bank of Akron (Ohio) is trustee of the 


rubber company’s pension fund. 

The trust plans to split up the Don Lee 
holdings, keeping cash and income-produc- 
ing real estate and selling or leasing the 
rest. 

* . . 


Bill Wolding Shift 


The accompanying chart is of interest, 
in that it graphically depicts the drastic 
shift in ownership of Treasury bills during 
1950. 

It will be noted that holdings by non- 
bank investors (and by non-reporting 
banks, whose holdings do not bulk large) 
have more than doubled since the end of 
1949. A large part of this increase occurred 
between the end of July and the end of 
September and reflected a wholesale shift 
out of called and matured Treasury bonds 
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From ‘‘Fed’’ to industry 


and certificates prior to their exchange for 
new 144 Treasury notes on September 15 
and October 1. 

The expansion aside from this period 
represents chiefly the investment of cash 
balances by large industrial corporations 
and others. The Federal Reserve policy 
of making reserves less readily available to 
banks, and the resulting rise in short-term 
interest rates, undoubtedly influenced 
many non-bank investors to increase their 
holdings of short-term securities rather 
than keep temporarily idle funds on 
deposit. 

Since changes in the Treasury bill hold- 
ings of banks have been moderate and 
Federal Reserve holdings have declined 
substantially, it appears that the expansion 
of non-bank holdings has absorbed the 
entire $1.3 billion increase in Treasury bills 
issued early in 1950. 
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Credit Corporation 


An interesting private enterprise experi- 
ment to provide non-bankable risk loans 
and equity capital to business and industry 
is already under way in Maine. 

Here banks and other institutions have 
set up a Development Credit Corporation 
with a joint pool of funds for loans and 
investments. It already has a background 
of experience under the leadership of 
Arthur F. Maxwell, president of the corpo- 
ration and also president of The First 
National Bank, Biddeford, Maine. (ne 
noteworthy fact is that country banks have 
been prominently identified with the ven- 
ture from the outset. 


Burroughs Clearing House 
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ee and that Credit Report trom Bankers 
Trust certainly gavé us the facts we wanted. 
/ hear that every credit inquiry they get 
rectlives the personal attention of an experi= 
enced credit officer...” 








How you can get dependable Credit Information 


You, of course, know the impor- 
tance of getting accurate, depend- 
able credit information — credit 
information which can be acted 


upon with confidence. 


That is the kind of credit in- 
formation you receive when you 


send us your credit inquiries. 


Credit information from Bank- 
ts Trust is based on personal in- 
erviews with suppliers, customers, 
ompetitors, banks, trade associa- 


ions and regular credit agencies, 
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Our credit investigators and 
analysts are well-trained, compe- 
tent, and experienced. In addition, 
every credit inquiry receives the 
personal attention of an experi- 
enced credit officer. He supervises 
the investigation and evaluates the 
facts obtained in the light of cur- 
rent trade and business conditions. 


BANKERS TRUST COMPANY 


NEW YORK 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


This “officer management” offers 
you a decided advantage. 

This is just one of the many 
services Bankers Trust offers its 
correspondents and customers. If 
you require an efficient New York 
banking connection you are in- 
vited to write us at 16 Wall Street, 
New York 15, N. Y. 


Ce 














Special legislation. As a first step, a 
group of bankers and businessmen spon- 
sored legislation creating the corporation, 
and integrating its operations within the 
banking laws and regulations of the state. 
Its activities were placed under the super- 
vision of the state bank commissioner, and 
participation in it was made legal for all 
types of banking institutions, as well as 
insurance companies and savings and loan 
associations. The corporation does not 
compete with bank lending but only sup- 
plies funds not available through the usual 
channels. So far, its activities have been 
confined to the industrial field, on the basis 
that this is the foundation upon which all 
business prosperity rests. 

Sources of funds. The Development 
Credit Corporation gets its funds from two 
sources: 1. By the sale of stock to financial 
institutions, individuals and business firms. 
There is an authorized issue of $50,000 
capital stock, and consideration is being 
given to increasing this. 2. The most im- 
portant source of funds is in the form of 
loans made to the corporation by the bank 
members. A condition of membership is 
that the financial institutions that are 
members will, at the call of the corporation, 
loan funds to it up to a stated maximum 
amount. In the case of commercial banks 
and trust companies the call limit is 2% 
per cent of capital and surplus, and for 
savings banks it is 24% per cent of reserve 
funds. In no case does the call limit exceed 
one-fifth of one per cent of total deposits. 
At present 37 banking institutions are 
members and they can be called upon for a 
total of $527,000. The loans to the corpo- 
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Certificates of Participation in 
INVESTMENT FUNDS 
investing their capital 
IN 
BONDS 
(Series B1-B2-B3-B4) 


PREFERRED STOCKS 
(Series K1-K2) 


COMMON STOCKS 
(Series S1-S2-S3-S4) 


Prospectus may be obtained from 


The Keystone Company 
of Boston 


50 Congress Street 
Boston 9 Massachusetts 









































Officers and directors, Development Credit Corporation. 











Seated, second from right, is 


ARTHUR F. MAXWELL, Maine banker, who is president of the Corporation 


Guide experiment to provide risk capital for Maine enterprises 


ration take the form of demand notes, at 
a rate of interest initially set at 2 per cent. 

Now in business. The corporation ex- 
tended its first loan last May, and since 
then it has granted or approved loans total- 
ing $278,500 to 11 businesses having 1,306 
employees. 

Three of the loans were for the purpose 
of building new manufacturing facilities. 
For instance, the little town of Kennebunk 
in Southern Maine wanted to diversify its 
shoe and summer visitor economy and 
found an experienced worsted goods oper- 
ator who liked the community. However, 
no suitable plant was available and he did 
not want to build. So the townspeople 
chipped in $35,000 of the $140,000 it would 
cost to erect a plant. A first mortgage of 
$70,000 was provided through regular 
banking channels, and the Development 
Credit Corporation agreed to take a second 
mortgage for $35,000, with the local money 
in subordinate position. When the build- 
ing is completed this small town will have 
a new industry with 75 new jobs. In two 
other communities, the corporation has 
similarly helped to finance building proj- 
ects for shoe manufacturers. 

Loan terms. ‘The corporation’s credit 
experience also includes loans to a foundry 
and machine shop, a boat building shop, 
two woodworking mills, a plastic woven 
fabrics plant, a knitting manufacturer, a 
plywood veneer mill and a food processing 
plant. Of these, two represent new ven- 
tures while in the other cases the funds 
were used for expansion programs. A 
6 per cent interest rate was charged, and 
also applicable to most of the loans was a 
service charge of 1 per cent. In two of the 
-ases where the corporation supplied a 
larger part of the financing, it received, in 
lieu of a service charge, a 10 per cent 
ownership in the common stock of the 
enterprises. Loans are made on the basis 
of a one year term or less, but with the 
understanding that balances will be renew- 
able if progress is satisfactory. Security 
requirements vary with the individual 
cases. So far the loans have been mostly 
to closely held corporations. In these cases 
the loans have been secured by first or 
second mortgages on plant and equipment, 
and also by personal endorsement of the 
principal owners. 

Application procedure. The paid staff 
of the corporation consists only of a manager 


who is a technically trained man, and his 
office assistants. The procedure in han- 
dling applications is to use local committees 
of bankers and businessmen to the greatest 
extent possible in determining eligibility 
and in making preliminary review. The 
final decision on any application is made 
by the board of directors. There is a nice 
balance to be struck, since loans must not 
be so high in quality as to be bankable, but 
at the same time there must be reasonable 
assurance of repayment, Loans to any one 
borrower are limited to a maximum of 15 
per cent of the total working funds of the 
corporation. 

Banking opportunity. Commenting 
on the program recently at the 20th New 
England Bank Management Conference in 
Boston, W. F. Wyman, a utility executive 
who is vice-president of the corporation, 
admitted that the plan is not completely 
new in all its features and is not the com- 
plete answer. However, he added: ‘For 
areas such as the State of Maine with its 
small communities, with needs of additional 
modern building space to house the many 
small industries which want to expand or 
locate there, and with some of those indus- 
tries themselves needing financial help, the 
plan seems well adapted. Through it real 
opportunity is offered for the country banks 
to diversify their risk and make a real 
contribution to the communities they 
serve, on a sound and practical basis.” 
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Are Stocks the Remedy? 


The lure of attractive yields is causing 
such institutions as savings banks, insur- 
ance companies and trust institutions to 
look with increasing favor upon common 
stocks as a means of counteracting inflation 
and the low interest rates induced by 
governmental “cheap money” policies. 

As a recent instance, delegates at the 
annual convention of The Savings Banks 
Association of the State of New York voted 
to seek liberalization of state laws to per- 
mit savings banks to invest surplus funds 
and undivided profits in corporate stocks. 

The ‘‘pro’’ side. Reviewing the steps 
that led a three-man committee to recom- 
mend this action, George P. Montgomery, 
vice-president, The Seamen’s Bank for 
Savings, New York City, traced the be- 
havior of equities from 1927 to 1949 in 
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favorable relationship to governments and 
other prime investments. William H. 
Harder, vice-president, Buffalo Savings 
Bank, suggested the establishment of a 
common trust fund to be operated through 
the Savings Banks Trust Company as a 
means of enabling small savings banks to 
invest in stocks. Summarizing the argu- 
ments for an “‘appropriately limited equity 
investment authority,” Alfred C. Middle- 
brook, vice-president, East River Savings 
Bank, New York City, cited the following: 
(1) Relatively attractive yields in securities 
of investment quality—maximum increase 
in yield with minimum expansion of risk 
assets. (2) Wider diversification of invest- 
ments extending into fields of basic indus- 
try and business enterprise from which 
savings banks are now effectively excluded. 
(3) Significant improvement in investment 
position of many equity securities during 
the past two or three decades. (4) Threat- 
ened shortage of suitable debt investments, 
together with a continued flow of savings. 

Not ‘‘propitious.’’ At the same time, 
reservations about the idea have come 
from William A. Lyon, Superintendent of 
Banks in New York State. While he 
endorses in principle the idea of invest- 
ment by savings banks in common stocks, 
he does not regard the present time as 
being propitious for initiating the plan due 
to the problem of inflation. It is his opin- 
ion that savings banks can play an impor- 
tant part in controlling inflation by con- 
centrating their investments in Govern- 
ment securities, and in order that earning 
rates should not be unduly penalized as a 
result he recommends that the Treasury 
offer a special tap issue with a coupon of 
at least 21% per cent. 

Insurance trend. There has been much 
discussion, also, on the advisability of in- 
surance companies investing more widely 
in corporate stocks. 

However, discussing insurance company 
investments in an inflationary market, 
Raymond Rodgers, professor of banking 
at New York University, recently told 
management in this field: “If you are 
tempted to buy equities solely as a ‘hedge’ 
against inflation, take a good look at the 
record before you go overboard! You will 
find that an increase in commodity prices 
does not necessarily mean an increase in 
stock prices. In recent years, for example, 
in the 1946-1948 period, commodity prices 
went up sharply while equity prices stayed 
down; in 1949-1950, commodity prices 
went down while equity prices went up.” 

Warning issued. Growing interest in 
common stocks is likewise found in the 
trust field, but a note of caution has been 
sounded by Adrian M. Massie, executive 
vice-president, New York Trust Company, 
against regarding investment of trust funds 
in common stocks as a sovereign remedy 
for loss of income and purchasing power for 
trust beneficiaries. 

Mr. Massie recalls that a similar demand 
for common stock investment of trust funds 
appeared in the 1928-1929 period. “But 
we saw little of this demand in the depres- 
Sion period of 1932-1933,’ he observes. 

Noting that mest of the articles on the 
desirability of using common stocks as a 
hedve against inflation have dealt with the 
subject from the standpoint of Dow-Jones 
averages or some other index numbers, 
Mr. Massie asserts: ‘“‘Unfortunately a 
trustee is called upon to make certain 
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important decisions.”’ He lists these as 
(1) How much of the fund should be 
invested in common stocks; (2) What 
particular common stocks should be se- 
lected; (3) When should these common 
stocks be purchased. 

Many laggards. To illustrate the dis- 
appointments that may be encountered in 
this phase of investing, Mr. Massie has 
examined a list of 188 selected stocks and 
found that 37 of them—all securities of 
well-known and highly regarded companies 
—have failed to appreciate to any extent 
during the past 15 years and would have 
proved a poor hedge against inflation. 





ADRIAN M. MASSIE 


Sounds note of caution 


Mr. Massie further points out - that 
chances of enhancement in value are usu- 
ally limited in the case of high income 
stocks. On the other hand, where growth 
stocks are concerned the income beneficiary 
is likely to be penalized because of the 
relatively low yields involved. 

“During a period of extreme inflation, 
stock prices fluctuate within very wide 
ranges,” Mr. Massie adds. “If the timing 
of common stock purchases happens to 
synchronize with the top of one of these 
violent swings, it may take years before 
the stocks recover to the prices at which 
they are carried on the books. This 
predicament may, I think, become more 
intensified in the future because of the 
uneven impact of social and economic 
conditions on a given corporation. 

Danger signals? “Before yielding to 
the pressure to buy more common stocks 
it should be borne in mind that with the 
exception of a few minor setbacks in the 
stock market in 1938, 1940, 1942 and 1946, 
there has been an almost uninterrupted 
bull market,’”’ Mr. Massie continues. “It 
should also be remembered in trying to 
estimate future income from stocks that 
dividends received in the 1935-1950 period 
have been larger than in nearly any other 
period, with the possible exception of 
1928-1929. 

“Therefore,” Mr. Massie concludes, “‘if 
we act on the theory that a large percentage 
of any trust fund should be in common 
stocks as a hedge against a further increase 
in taxes and in the cost of living, a trustee 
must be prepared to take the risk that at 
some future date economic conditions may 
take a turn for the worse and materially re- 
duce principal values and dividend returns.” 

















EXTRA 
DIVIDENDS 


That’s what your bank gets 
when you mail IMPACT, the 
weekly business news letter, to 
businessmen who matter most 
to your bank. It promotes good 
public relations for your bank 
and the many services that it 
offers. At the same time it 
reaches the people your officers 
would like to call on personally 
if time permitted. 


Impact brings you these ad- 
vertising benefits at a mini- 
mum cost. Moreover, your 
customers and selected prospects 
will thank you when you send 
them free weekly copies of 


IMPACT 


the weekly business news letter 
that broadens their economic 
horizon. 


Why? Because IMPACT is 
unique. It alerts its readers to 
little-known and easily over- 
looked news of Government 
thinking, actions and general 
business trends that can affect— 
directly or indirectly — their 
business and personal welfare. 
IMPACT analyzes, in detail, 
important trends in the making, 
reports facts and figures concern- 
ing current business conditions. 


IMPACT has proved its value 
to banks all over the country. 
Many subscribers have increased 
their mailing list because IM- 
PACT has proved that it can 
help increase present customers’ 
use of banking services—and 
generate new business. 


Remember when’ you_ send 
IMPACT to your selected list 
it comes from you. Your Bank’s 
name is on the first page, to- 
gether with a dignified list of 
your officers and directors and 
the services your bank offers. 
Compare IMPACT with any 
other news letter regardless of 
cost and you'll see the difference. 
Write us today for experiences 
of banks now distributing 
IMPACT each week in their 
community. You'll be amazed 
at the success IMPACT has 
brought them. 


BUSINESS NEWS ASSOCIATES 
INC. 


53 Broadway, New York 6, N. Y. 
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AA big Bank geared fore speed / : 


How the Continental Illinois 


collects cash items—FAST! 
1 Mail is picked up as it reaches the post office just across Clark 


street, whatever the time — day and night. 


IN OTHER WORDS, len 


2 Our seasoned proving staff processes cash items continuously your own fast and efficient sending not 


through the night as soon as they are received — often saving 
a full day of collection time. 


of cash items is never wasted here— 
we take up where you leave off, with I 


3 All out-of-town checks are microfilmed at the rate of thousands 
an hour. If an occasional check is lost, a photographic copy 
can be put through at once. 





competent staff, modern facilities, 





and advanced techniques. 


TRY US! 


4 Air mail, air express, early trains and fast trains are used to con- 
vert every item into usable funds at the earliest possible moment. 


5 As for local checks—with the Clearing House just across La Salle 


street —we have utmost “leeway” for including last minute items. 


Continental Illinois National Bank 
and Trust Company of Chicago 


LOCK BOX H, CHICAGO 90, ILLINOIS 


Member Federal Deposit Insurance Corporation 





Burroughs Clearing House Ja 








Wei 


puse 














BANKING NEWS 








Savings and Loan League 


Keyed to -a period. of economic and 
political transition, the 58th annual con- 
vention of the United States Savings and 
Loan League chose as its theme the tradi- 
tional motto of the League, ““The American 
Home—The Safeguard of American Liber- 
ties.” From November 27 to December 1, 
over 2,200 representatives of the League’s 
5,993 operating associations met at Hotel 
Statler, Washington, D. C., to review the 
business and legislative activity of 1950 and 
to analyze prospects and policies for 1951. 

Bodfish and Bubb. The business sessions 
of the U. S. Savings and Loan League 
convention featured a series of addresses 
by leading economists, businessmen and 
government officials. 

In his address to the first general assem- 
bly of the League, President Henry A. 
Bubb, Capital Federal Savings & Loan 
Association, Topeka, Kansas, called for a 
ten-year “crusade for home ownership” to 
create what he said would be “the most 
effective and potent force for basic political 
conservatism that exists in the country.” 
Pointing out that there is now a clear 
majority of home owners over tenants, 
President Bubb emphasized the fact that 
“Neither Communism nor Socialism can 
ever win in a nation of home owners.” 

The savings and loan business, he added, 
can make a great contribution ‘“‘to the 
cause of individual justice and freedom” 
by keeping the trend of home ownership 
surging forward. 

Morton Bodfish, chairman of the Execu- 
tive Committee of the League and presi- 
dent of the First Federal Savings & Loan 
Association, Chicago, Illinois, in his annual 
address emphasized the dangers inherent 
in the use of war powers in an emergency 
situation to achieve socialistic aims. While 
stating that it is perhaps too early to fore- 
tell the effect of credit curbs on the associ- 
ations, Mr. Bodfish predicted that ample 
lending opportunities will exist under 
Regulation X. Many borrowers who do 
not wish to use government guarantees will 
switch to savings and loan facilities, he 
believes. 


Distinguished speakers. At the first 
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MORTON BODFISH 


HENRY A. BUBB 





WALTER J. L. RAY 


Best wishes to new Savings and Loan League president 


general assembly, delegates heard William 
K. Divers, chairman of the Home Loan 
Bank Board, urge a $2 billion savings in- 
crease as a 1951 goal of the savings and 
loan associations of the country. High 
income and record employment together 
with restrictions on credit and certain raw 
materials that will tend to cut down the 
volume of merchandise sold in stores, con- 
tinued Mr. Divers, indicate that more cash 
will be available for savings, despite high 
prices and heavy taxes. ‘“‘New savings,” 
Mr. Divers said, “‘are imperative to help 
your townspeople build up their independ- 
ence, to prepare them for home ownership 
in the future, and to hold down the balloon- 
ing of prices. New savings will enable 
your institutions to make -more invest- 
ments in U. S. bonds, which in itself, is 
anti-inflationary. And new savings are 


Operating policies discussed at breakfast ‘“‘shop talk ”’ sessions 


necessary to augment liquidity.” 

Representative Brent Spence, chairman 
of the Banking and Currency Committee, 
pledged to the Savings and Loan League 
delegates his intention to insure them equal 
justice under the law with all other finan- 
cial institutions. Mr. Spence enlarged 
upon the theme that there is no better 
investment in America today than the 
home of the individual citizen, and praised, 
in conclusion, the work of the savings and 
loan associations in promoting individual 
home ownership. 

In an extemporaneous convention ad- 
dress, Senator-elect Everett Dirksen of 
Illinois assailed “‘hypocrisy in national 
government” during this period of emer- 
gency. “The government is now calling 
for austerity and sacrifice from the people,” 
said Senator Dirksen, ‘‘and then its mem- 
bers go before Congress and steadfastly 
resist all attempts at frugality and econ- 
omy.” 

The recently appointed administrator of 
real estate credit for the Federal Reserve 
Board, Charles T. Fisher, president of the 
National Bank of Detroit, stated that while 
the goal of Regulation X is to cut home 
building to 850,000 starts annually, this 
target “may be raised or lowered.”” Term- 
ing Regulation X an indirect method of 
control, Mr. Fisher said that some “decisive 
action was needed to hold down inflation 
in real estate and divert essential materials 
to the defense production program. Of 
course,” he added, “if indirect controls 
can’t do the job, it will be necessary to try 
something else.” 

Prospects by Panel. In a general busi- 
ness session, a panel of prominent personali- 
ties in the savings and loan and home 
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building fields analyzed home building and 
home financing opportunities for 1951. 
Speculation as to the effects of Regulation 
X dominated the discussion. While con- 
siderable diversity of opinion was shown, 
the general outlook indicated a relatively 
sustained volume of mortgage paper during 
1951. Joseph C. Hazen, Jr., executive editor 
of The Architectural Forum, expressed his 
belief that material shortages will pose a 
more serious problem than Regulation X. 
Government legislation may be readily 
changed to meet changing situations, but 
Mr. Hazen questions whether the material 
situation will improve. 

E. J. Rupert, president of the Broad- 
view Savings and Loan Company, Cleve- 
land, Ohio, produced statistics that showed 








Regulation X to be a far greater handicap 
to the G. I. home buyer than to an indi- 
vidual financing under FHA. 

Among other topics considered by the 
panel, the general consensus of opinion 
indicated that there would be no effort on 
the part of savings and loan associations 
to discriminate against borrowers eligible 
for military service with possible recourse 
to the Soldiers and Sailors Relief Act; that 
the “‘open-end” mortgage, offering provi- 
sion for increased financing with home 
collateral, was gaining in popularity among 
savings and loan associations; and that an 
active market and strong consumer demand 
will insure the maintenance of firm mort- 
gage rates. 


Closing session. The final general ses- 
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sion was distinguished by an address \y 
Dr. Sumner H. Slichter, noted economist 
from Harvard University. Dr. Slichter 
expressed the belief that the gravity of tie 
economic situation facing the United States 
has been generally underestimated. Our 
primary problem will be to produce enouh 
for the emergency without seriously lower- 
ing the standard of living of the country. 
This may only be accomplished through 
an aggressive program of expansion of our 
production facilities. According to Dr, 
Slichter, neither direct nor indirect con- 
trols will halt the gradual fall in the pur- 
chasing power of the dollar. In today’s 
market, consequently, the home investor 
is coming out ahead of the bond investor. 

In an address entitled “The Business- 
man’s Stake in Politics,””» Raymond Moley, 
political analyst and associate editor of 
Newsweek magazine, warned that the 
recent election did not alter fundamentally 
the nature of the conflict between free 
enterprise and the encroachments of social- 
ism. We face the danger of sooner or later 
reaching a point which might be called the 
“statist line,” a line at which private enter- 
prise will so far lose its vitality that govern- 
ment almost by necessity must take over. 
Our chief defense against socialism in our 
government, according to Mr. Moley, will 
be a well-informed electorate and a re- 
vitalized party system. 

Resolutions. At the closing session, the 
League asked Congress to suspend im- 
mediately the construction of all govern- 
ment subsidized public housing projects. 
The League further called upon Congress 
to amend the Public Housing Act to pro- 
vide that there can be no building of 
subsidized housing projects unless the 
question of such housing has been first 
submitted to the voters of the area for 
approval. 

In other resolutions, the League urged 
wisdom and restraint in the use of all con- 
trols over the national economy; elimina- 
tion of the recently-invoked mortgage 
credit restrictions on VA loans for existing 
homes, retaining them only on new con- 
struction; and a searching scrutiny by the 
Appropriations Committees of the new 
Congress of every spending approval. 

New year—new officers. Walter J. L. 
Ray, president of the Standard Federal 
Savings and Loan Association of Detroit, 
Michigan, was elected 1951 president of 
the League. Successor to him as national 
vice-president is Ben H. Hazen of Port- 
land, Oregon. Mr. Hazen is president of 
the Benj. Franklin Federal Savings and 
Loan Association in his home city and has 
been chairman of the important Manage- 
ment Committee of the League for the 
past three years. 

Morton Bodfish continues in his guiding 
role as chairman of the Executive Commit- 
tee of the League. 


¢ Sd 


Bankers’ Technical Mission 


Recently the Organization for European 
Economic Co-operation sponsored a mis- 
sion to this country of European bankers. 
Consisting of 25 banking specialists from 
14 countries receiving Marshall Plan aid, 
the mission was organized to facilitate the 
interexchange of opinions and information 
on technical banking matters. One of the 
foremost considerations of the mission was 
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itry. 
ugh 
; our 
Dr. 
con- 
pur- 
lav’s 
estor 
Stor. 
hess- 
oley, 
r of 
the Wilbert Ward, vice-president, The National 
City Bank of New York (left) and Gerald 
tally William Wilson, Dublin, Ireland, chairman 
free of ECA mission 
ns International banking swapfest 
1 the 
nter- possible means for closing the “‘dollar gap.” 
vern- During its three-week visit in this coun- 
over. try, the mission traveled through New 
1 our York, Boston, Detroit, Chicago, St. Louis, 
, will New Orleans, and Washington. Discussion 
A re- groups and personal talks with bankers in 
these cities were held for the visitors. The 
1, the itinerary of the mission included inspections 
im- of the Treasury Department, the Federal 
vern- Reserve System, and the FDIC, as well as 
jects. the organizational setup of several of the 
gress country’s leading banks. 
pro- Individual members of the mission 
ig of expressed their keen interest in the Ameri- 
the can installment buying and consumer 
first finance systems. Although several of the 
a for Europeans stated that in their particular 
countries limited finance facilities are or 
irged have been available to the average citizen, er the Los Angeles or 
con- wide-scale consumer credit does not exist — . 
nina- today in any European country. Purchas- a nk of America makes 
tgage ing power in most cases, according to the oo 
isting members of the mission, far exceeds avail- 
con- able goods. Credit financing is reserved 
y the for business and industry rather than the 
new private citizen. 
i& Sm 
deral . 
troit, | Correspondent Meetings 
nt of Correspondent relationships are strength- 
‘ional ened immeasurably by the correspondent 
Port- meetings or conferences held annually by NATIONAL TRUST Axe ASSO 
nt of many metropolitan banks. Closer co- 
; and operation between correspondents and 
d has greater operating efficiency within the 
mage member banks are the aims and results of 
r the these worthwhile meetings. 
ding Pe Apo canbe sce sero oe MEMBER FEDERAL DEPOSIT INSURANCE CORPRRATION 
nmit- ence of bank correspondents sponsored by 
The First National Bank of Chicago. This 
conference was the largest ever organized 
by the bank. The First National chose this 
lon occasion to announce that it is expanding 
its program of direct personal contact with 
pean its correspondents. The bank has divided 
mis- the country into four major groups of 
nkers. States and additional men have been 
from assigned to cover particular territories. 
1 aid, The bankers were the guests of the First 
te the National for two luncheons, a reception, 
vation and a dinner meeting as well as panel 
of the Sess.ons. Dr. Robert E. Wilson, chairman 
n was of ‘1e board of Standard Oil Company, 
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The First National Bank of Chicago 





The Philadelphia National Bank 


Growing attendance of correspondent bank meetings indicates value of closer co-operation 


Indiana, delivered the principal address, 
“Strategy for Liberals,” at the dinner 
meeting. 

Four pertinent panel discussions were 
scheduled simultaneously in four separate 
rooms and were repeated four times in 
order to give everyone attending an oppor- 
tunity to participate. 

Practical help. The program of the 
annual correspondent bank forum of The 
Philadelphia National Bank was designed 
to give practical operational help to the 750 
representatives attending from banks in 
23 states. Discussions at the forum ranged 
from bank operational procedures to the 
effects of Regulations W and X and the 
role banks will play in financing production 
under the rapidly expanding defense situ- 
ation. Typical of the times in which this 
meeting was held, there was a complete 
discussion of bank protection of records 
and personnel in the event of bombing 
attacks on American cities. 

Also a record. The fourth annual con- 


National Bank in St. Louis recorded the 
largest attendance since the conferences 
were inaugurated in 1947. More than 550 
bankers from 15 states visited St. Louis as 
guests of the First National. At an evening 
meeting the visiting bankers were joined at 
dinner by 250 business and _ industrial 
leaders of the St. Louis area. 
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Loan Credit File 


A special committee of the New York 
State Bankers Association, under the 
chairmanship of Harvey V. Delapena, 
vice-president, Grace National Bank, New 
York City, has evolved a simplified loan 
credit file for banks. The credit file, con- 
sisting of a folder with three sectional 
guides and suggested forms, is designed to 
furnish basic credit information concerning 
borrowers to bank officers and directors 
responsible for the administration of loans. 

Folder and forms. The folder or cover 


carry the name of the lending bank, and 
requires only the addition of the name and 
address of the borrower on the identifica- 
tion tab. The background and informative 
material necessary to the account is sec- 
tionalized as follows: 

Financial Statemenits—Personal, individ- 
ual, firm, and corporation financial state- 
ment forms are offered. These suggested 
forms provide for essential information 
including submission of profit and _ loss 
data, together with reconciliation of net 
worth or surplus. It is suggested that new 
financial statements should be obtained at 
least annually and audited figures should 
be requested when available. Each state- 
ment must be carefully completed, dated 
and signed officially by the borrower. After 
these forms have been checked for accuracy 
and completeness, the most pertinent data 
is entered on the Comparison Statement 
form included in this section. This Com- 
parison Statement form provides a con- 
venient means of arranging asset and 
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ference of correspondents of the First of each individual credit file is designed to liability accounts on a comparative basis 
. . . . T . 7 
Suggested forms in simplified loan credit file of New York State Bankers Association 
Seatement Yor Suggested by 
Aeral Reserve Hank ' 5 f NT Federal Reserve Bank of New York 
CR. 173 Poteet Beerwe mek ot Sow tor COMPARISON STATEMENT FINANCIAL STATEME? rexsonan “Yon 
NAME NAME _ — —— ee — 
LOCATION 
hUMNESS OCCUPATION ADDRESS 
ASSETS 19 19 19 ) ) To 
Porm Cie (Revised rearuary, 1938) Reterment Form Duggeees uy 
Cash Tederal Reserve Bank of New York 
Notes Receivable f Customer FINANCIAL STATEMENT FIRM 
Accounts Rece « — Customers ~ (Sbon Poe 
cr 1% reoemas weeenvt gate OF mew Youn 
Merchandise or Inventories oe ms sesteseeeenenm een me re 
CONTINUING HISTORY SHEET aS a _ ADDREsS.. se ee 
Life Ins. — Cash Surrender Value Con Ceeene SANK oF 
Securitias — Readily Saleable BE BRIEF. STATE ESSENTIALS ONLY 
| wanes FINANCIAL STATEMENT Federal Reserve Buck ef New Yous 
+ LOCATION of CORPORATION 
t ware siIntss (Short Form) 
TOTAL CURRENT ASSETS ADDRESS 
\ Land and Bulldings 172 repens BANK OF 
| Mach., Equip., Furniiure & Fixtures ce. rina statement of all 3 fities of this corporation at the close of businew on 
ORIGINAL HISTORY SHEET + 9. in atiun for the purpose of obtaining advances 
Investments Not Readily Saleable Credit DEPARTMENT 
Statement Form Sugrested by 
BE GRIEF. STATE ESSENTIALS ¢ Derm CR) (Bevieed November 1951) Federal Reserve Bank of New York 
Wiaccllane oon FINANCIAL STATEMENT INDIVIDUAL 
Miscellaneous a Merchant, Manufacturer, ete. 
——eEeEEw uoca (Shore Form) 
TOTAL oare a 
LIABILITIES me ° ea al Is sian ai nahemeiiaaiiisanaccumnial ADDRESS. 
Notes Payable Banks To BANK OF. 
Notes Payable Trade 1 make the following statement of all my assets and liabilities at the close of business on 
Notes Payable — Other PURPOSE wae EE reser OPnane Sabino meme eerenes is Sees 
' on notes and bills bearing my signature or endorsement, aad for obtaining credit generally spon present and future applications. . 
are (PLEASE COMPLETE ALL SCHEDULES AND Fib IM ALL BLANKS; INSERT “NONE” IF APPROPRIATE.) 
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7 ory She| 
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as of financial statement dates. This 
method readily indicates any significant 
trends or changes which should be con- 
sidered in an appraisal of the borrower’s 
future prospects. 

Information—Under this section of the 
simplified credit file is recorded all infor- 
mation respecting the borrower and the 
individual loaning arrangements. The 
Original History Sheet is designed to pro- 
vide a basic record of information on the 
borrower. This must be filled out as com- 
pletely as possible at the time the file is 
started and should contain some comment 
by the loaning officer respecting the bor- 
rower’s integrity, ability and prospects. 

The second form in this section of the 
file, the Continuing History Sheet, is used 
to record current facts respecting the bor- 
rower and the loans made. Under the date 
of occurrence, this sheet shows: (1) infor- 
mation respecting the borrower’s affairs 
obtained through personal interviews or 
visits to his place of business; (2) terms of 
new loans or renewals; (3) the substance 
of all agreements entered into providing for 
changes in repayment terms; (4) informa- 
tion developed from outside sources, such 
as other creditors, etc.; (5) examiner’s com- 
ments respecting loans; (6) memoranda of 
omissions or errors in financial statements, 
together with explanations subsequently 
received. 

Correspondence—This section is reserved 
for correspondence to and from the bor- 
rower pertaining to credit matters; also 
correspondence with other persons relative 
to the borrower’s credit standing and 
financial responsibility. 

In addition to the regular forms neces- 
sary to the credit file, a credit memo has 
been prepared in pad form for use on the 
lending officer’s desk. This form is de- 
signed to enable the officer to record infor- 
mation for subsequent transcription to the 
history sheets. 

The .simplified credit file was prepared 
with the co-operation of the Office of the 
Comptroller of the Currency, the New York 
State Banking Department, Federal De- 
posit Insurance Corporation and_ the 


| Federal Reserve Bank of New York. 


Sample copies of the file, together with 
information on quantity orders, may be 
obtained through Walter C. Warner, 
manager, Credit Department, Federal 
Reserve Bank of New York, 33 Liberty 
Street, New York City. 
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Financial Supplement 


Uniting in a relatively new form of 
public relations endeavor, 29 financial in- 
stitutions in Northwestern Connecticut 
Sponsored a 20-page financial supplement 
to a regional newspaper, The Waterbury 
Republican-American. 

The tabloid-sized issue, distributed with 
a Sunday edition of the newspaper, reached 
more than 40,000 homes. It contained 





Over 15 articles on the history of various 
bank ig practices. new features in banking, 
and ways for the public to gain greater 


benef is through the services offered by 








bank 
| Representative group. Banks of 14 


fities in Northwestern Connecticut were 


presented in the supplement. The group 
neluced 15 commercial banks, eight sav- 
igs anks, four savings and loan associ- 
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“Look at the Protection 


St. Louis Terminal’s Bond Provides... 
Best I Ever Saw for Field Warehousing” 


You'll never find better protection than you get from 
St. Louis Terminal’s fidelity bond and warehouse- 
man’s liability policy. Both of them are carried in 


one of America’s largest and strongest companies. 


Protection to $250,000.00 for each location is 
automatic. Where the exposure at one location 
exceeds $250,000.00, coverage is increased to full 


value of the inventory. 


Here is the safe way to make loans. 
Miniature copies of the fidelity 
bond and warehouseman’s liability 


policy will be sent on request. 





Write for yours. 


ST. LOUIS TERMINAL WAREHOUSE CO. 


More Than a Quarter Century of Warehousing Service 


ST. LOUIS 2, MO. CHICAGO 3, ILL. CINCINNATI 2, OHIO 
826 Clark First Nat'l Bank Bldg. Carew Tower 
DALLAS 1, TEXAS KANSAS CITY 6, MO. MEMPHIS 3, TENN, 
Construction Bldg. Waldheim Bldg. Sterick Bldg 
SARC SR _ SaaS 
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INSTRUCTIONS Geath men 


*M more than one check or cash is included 
list below: 





—_—— 5 





Total carried forward 5 





Wf you want cach only, please fill in opposite 
heck mark where indicated 







¥ information 


Telephone Extension 


UY your sevinw account is at Lincoln Park or 
Allen Park, please indie 
on the oppo 
beside the 





“Checking Account” represents either Reyular NET CASI retw 
or “S Plan” « . 


Telephone bills sod current 
are paveble at the be 
customer. Send in 
emounts wader “Misc 
























Special envelope (both sides shown) pro- 
motes use of complete banking services 





COMMENTS 














ris 
BEFORE SEALING! !!! 
Is your check endorsed ? May we finance your home, your car, your 
Have you checked your addition and cour veakiinin. ley waisle Wile. or wor oor 
subtraction ? expenses of investments? 
1s the disposition sheet signed! 
May we protect your money in our various 
saviews 





ROOM... 





DEPAR IMENT. 


GREAT LAKES STEEL CORPORATION 
Divieion of 


NATIONAL STEEL CORP. 
? 
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CHECK HERS POR CASH ONLY [] 


eCORSE ‘ 
at 9000 
: ‘We want to get better sequainted with you and to that end we offer the following 
complete banking services: 


LINCOLN PARK 
WA @.2800 


ALLEN PARK 
WA &1700 


4. Commercial Accounts. 13 
& Regular = BMA, 
&. 5¢ Pian “no minimum balance.” Conventional Bank Mortgages, 
c Veterans’. 
2. Savings Accounts. 
14 Installment Loans: 
3. Bank Orders. (No stabs. 2 Personal 
You get = copy of the check.) b. Auto. 
. « Furnirare, 
4 Bank checks on banks in Detroit. a. Applianee. 
New York, Chicago and San Praacieo, © Modernization. 
£. BLA, Ticle f, improvement. 


»5. Travelers’ Checks: 


17. Commercial Loans. 
{Preferable for travel in 18, Refinancing of Land Concracts, 
Western United States and Mexico) 

19, Veterans’ Loons, 


20. A direct telephone line from yoar 
company to our Ecorse Office. 
Extension Nuruber 


* 


Christmas Ctub Accounts. 


~ 


. Poreign Exchange. 


& Complete Collection Service. 
{Land Contracts, Rents, Nutes 


9. Safe Deposie Boxes. 


We want to know about your good fortunes, 
happiness, ideas. plans, desires and experiences, 
Maybe we cen add to them. 

10. Night Deposizory. 

21, Sale and redemption of Savings Bonds- 


42, Bank-bv-Mail Service. 


We are just a9 anxiows to know of yoor mis 
fortunes, difficulties, necessities and problems 
‘We may he able to ease them or help you solve 
them, 


‘The Officers and Ssafl of YOUR BANK 


**Bank-by-messenger”’ plan stimulates business through service and suggestion 


ations, and one building and loan firm. 
The idea of the banking section was sug- 
gested by a similar financial supplement 
recently sponsored by the savings banks of 
New York State. 

In addition to the direct advertising 
possibilities offered by a newspaper supple- 
ment of this type, messages of a promo- 
tional nature may be set up in an interest- 
ing editorial format. The public reception 


of this Connecticut financial supplement 
was so encouraging that the participating 
banks are already laying plans for a second 
edition. 


*Bank-by-Messenger”’ 


For several years the Security Bank of 








It is getting so that even the experts 
can’t tell the difference between litho- 
print checks and those produced en- 
tirely by the lithographic process. This 
is due to the distinctive and individual- 
ized bank names now appearing on 
litho-print checks of our manufacture. 
Years ago, before litho-print checks 
became popular, all checks were 
individually designed and therefore 
presented an attractive appearance. 
However, the demands of the public for 
more styles and colors created large, slow- 
moving inventories which, in turn, 
created headaches fora great many banks. 


Litho-print checks came along and 
solved the inventory problem because 
banks could order any style or color out 
of a catalog... oftentimes ours. But the 
bank name on such checks was printed 
from standard type carried in the type- 
casting machines and the result was 
ordinary printing. 


We felt that this ordinary printing 
detracted from the appearance of the 





WE STUMP THE EXPERTS : 


checks and that it would become more : 
noticeable as the proportion of litho- 
print checks expanded. Obviously, the 
answer was to print from electrotypes 
rather than type, but the cost was pro- 
hibitiveand the time consumed in getting 

a good impression was out of proportion 

to the revenue on the average order. 


So, about 6 years ago, we went to work 
to develop (1) electrotypes that would 
conform to the close tolerances required 
to print accurately and quickly, and 
(2) to produce them at a cost that would 
be within our profit scope. We now 
have them and we are using them, and 
they look so good they stump the 
experts who examine them by litho- 
graphic standards. 


To distinguish these precision electro- 
types from the ordinary kind, we refer 
to them as “title plates.” If your bank 
does not as yet use them, send us a 
sample of your lithographed draft form 
check and we'll show you how we can 
reproduce it on litho-print checks. 















NEW YORK, PAOLI, 





le UXE 


CHECK PRINTERS 
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Manufacturing Plants at: 


CLEVELAND, CHICAGO, 








KANSAS CITY, ST. PAUL 


Lincoln Park, Michigan, has operated a 
“*bank-by-messenger” service for the sal- 
aried employees of a large steel mill. 
About 300 of the steel mill employees take 
advantage of the service on the 15th and 
the 30th of every month. 

A specially-designed envelope, shown 
above, similar to a “bank-by-mail’’ en- 
velope, is used for the service. The en- 
velope provides for loan payments, Christ- 
mas Club, new accounts, cashier’s checks, 
cash and other bank services. If the 
request is for cash, the customer may even 
designate the denominations he wishes. 
Space is also provided for customer com- 
ments and complaints, and there is a listing 
of the various bank services. 

The salary checks are brought to the 
bank by messenger and a crew of. three or 
four of the bank’s personnel immediately 
begin to fill the orders. Ordinarily, it takes 
about three hours to fill the requests. A 
police escort accompanies the bank messen- 
ger back to the steel mill. The envelopes 
are distributed to the various departments 
through the mailing room of the steel mill. 

In addition to promoting the services of 
the bank, the “bank-by-messenger”’ plan 
has served to reduce lobby congestion at 
the banking office on the two busiest days 
of the month. 


A Bank Aid To 
Family Financial Planning 


A new 44-page budget book for family 
and personal finances was recently pub: 
lished by The First National Bank of Sain! 
Paul (Minnesota). 

The budget book is more than a recor? 
of expenses, since it provides for a year} 
projection of spending and a monthly pi 
ture showing exact financial position. 4 











sample budget with full explanation |s 1 ty 
cluded. Pages are also devoted to incom 

tax information, dates of important bi to 
payments, and balance sheets to indicat 
yearly financial status. 

The budget book is distributed free ff B 
charge at the information desk in the mall in 
banking lobby. Suggestions on maintain A: 
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HOW DID 
SUNSET BLYD 
GET ON 
BROADWAY ? 


Everyone knows that it’s hard to be in 
O places at the same time. 

But recently, Paramount Pictures had 
> be in 387 places at once. 

Che release of their smash hit, “Sunset 

ilevard,” called for simultaneous open- 

s in theatres on Broadways all over 
merica. And although Gloria Swanson 


ry, 1951 


is being mentioned for an Oscar, Para- 
mount feels there ought to be a special 
award for a star not even mentioned in 
the cast. 

That’s Air Express! 

Thanks to Air Express, Paramount 
could work on the cutting, editing and 
printing of this film up to the last minute 
—and still get there on time! 

But, you don’t have to be in the motion 
picture industry to profit from regular 
use of Air Express. Here are its unique 
advantages which any business can enjoy: 

IT’S FASTEST — Air Express gives the 
fastest, most complete door-to-door pick 
up and delivery service in all cities and 
principal towns, at no extra cost. 

IT’S MORE CONVENIENT — One call to 
Air Express Division, Railway Express 
Agency, does it all. 


IT’S DEPENDABLE — Air Express pro- 
vides one-carrier responsibility all the way 
and gets a receipt upon delivery. 

IT’S PROFITABLE—Air Express expands 
profit-making opportunities in distribu- 
tion and merchandising. 

Like to know more? Call your local 


Air Express division of Railway Express 
Agency. 


“OAR EXPRESS 


GETS THERE FIRST 




















Park Square office, The National Shawmut Bank, Boston 














State Savings Bank, Hartford, Connecticut 


Institutions that have grown with America use distinctive Early American decor 


ing the records are provided by information 
desk personnel to those who receive copies. 
The first announcement to the public 
about the budget book was made on the 
bank’s television program, “‘Crusade in 
Europe,” in order to test the effectiveness 
of television as a bank promotional medium 
in the Twin Cities. More than 400 books 
were given away in the first three days 
following the announcement. 
Eight advertisements featuring different 


Merchants and Farmers Bank of Statesville, North Carolina 





services of the bank are distributed through- 
out the book. 
+ . * , 


Americana ... Old and New 


The American dual banking system has 
weathered many transitions. The nature 
of the system and the character of its 
individual component institutions have 
been both questioned and praised, but 


Traditional and modern American styling influences new and remodeled bank quarters 


the banking operation has proven to be 
flexible and dynamic, keeping pace with 
the changing needs of our society. 
Perhaps the industry has witnessed no 
greater transitional movement than today’s 
extensive efforts to personalize the banking 
institution in the eyes of the general public. 
The movement to break down public pre- 
conceptions of the industry and to establish 
the bank as a friendly, inviting place of 
business has been aided immeasurably by 


San Bernardino branch, Citizens National Trust 


& Savings’ Bank, Los Angeles 
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the distinctive and peculiarly American 
stvles adopted in the new and remodeled 
quarters of banks throughout the country. 
Early American. A distinctive air of 
informality serves to integrate the 38th 
Street Branch of The Merchants National 
Bank of Indianapolis into the residential 
neighborhood in which it is located. The 
striking, colonial-type structure of the 38th 
Street Branch houses complete banking 
facilities. Every detail of the interior has 
been carefully designed to preserve the 
Early American decor, while retaining all 
| of the conveniences of modern banking. 

A well-furnished Social Room, paneled 
in knotty pine, is available at all times for 
the meetings, parties and banquets of local 
groups. Adjoining the Social Room is a 
fully-equipped kitchen, complete with 
Wedgwood china and silver service for 
sixty persons. Throughout the bank, no 
opportunity has been missed to add to the 
comfort and convenience of the bank’s 
patrons or to publicize the role that the 
bank has played and is playing in the well- 
being of the community. Otto N. Frenzel, 
president of The Merchants National 
Bank, states in regard to the 38th Street 
Branch: “It is the bank our friends and 
customers built. It has grown consistently 
with their help, until now everyone feels 
it is an integral part of the community. 
Our doors will always be open during 
banking hours and after banking hours to 
serve the community and make it an even 
better place in which to live.” 
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Colonial architectural styling is also 
evidenced in The National Shawmut 
Bank’s remodeled Park Square office, Bos- 
ton. The walls of the main banking area 
are painted in two-tone green with gold 
matching draperies. Five large hand 
painted murals together with antique prints 
decorate the walls of the newly refurbished 
to be quarters. In keeping with the decorative 
with § motif, colonial style furniture is used 

throughout. According to Walter S. 
ed no § Bucklin, president of Shawmut, the Early 
oday’s § American design follows the pattern set in 


unking § many of Shawmut’s other 28 branches. 
public. 


ic pre- ° 
_— The classic elements of American Colo- 
ply by nial have been subtly combined with the 
' ariness of Modern to produce the striking 
new interior of the State Savings Bank, 
Hartford, Connecticut. The decorative 
details of the high vaulted windows are 
inely etched by the light, sunny paint on 
the ceilings and walls. Honduras mahog- 
aly is used in the low, modern teller’s 
counters. The furnishings and the decora- 
tor’s treatment were keyed to provide 
attractive and ample accommodations for 
customers and efficient and pleasant work- 
lag conditions for the bank’s employees. 
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An interesting and thoroughly American 
Variation in bank design is provided by the 
hew quarters of the Arkansas Valley Bank, 
Pueblo, Colorado. The bank is styled after 
the low, adobe-type dwellings of the South- 
Western American Indians. Fronting the 
patio-!:\ke parking lot of the building is a 
decorsiive Indian fence, called a “‘renada.” 
An at ractive second-story meeting room, 
‘ompl«te with adjoining kitchenette, is 
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IN CONSTRUCTION AND MINING MACHINERY (including oil field and 
water-well drilling equipment, tools), Los Angeles Metropolitan Area is third 
in the nation in production. Latest official census figures set annual dollar 
volume (based on value added by manufacture) at more than $45,000,000. 


MANY-SIDED CALIFORNIA 


In industry—as in geography—California is a state 
of infinite variety. To serve these varied indus- 
tries—to provide modern banking facilities for 
individuals, and complete correspondent service 
for banks in all sections of the United States and 
overseas—Security-First National Bank has 

132 Offices and Branches. They are located from 
mid-state California to the Mexican border. 


If a Pacific Coast correspondent connection would 
be useful to your bank, we would welcome 

the opportunity to work with you. Address 
inquiries: Banks and Bankers Department. 














RESOURCES OVER 112 BILLION DOLLARS 


MANAGING COMMITTEE 


George M. Wallace, Chairman 
Chairman Board of Directors 


James E. Shelton Chester A. Rude 


President Chairman Executive Committee 
L. W. Craig C. T. Wienke 
Vice-President Vice-President 


ECURITY- FIRST 
NATIONAL BANK 


OF LOS ANGELES 


Member Federal Deposit Insurance Corporation 
Member Federal Reserve System 
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Indian motif at new Arkansas Valley Bank, Pueblo, Colorado 


offered without charge for the use of public 
or organizational meetings. 


° 


Traditional and modern. Completely 
remodeling a three-story building, the 
Merchants and Farmers Bank of States- 
ville, North Carolina, doubled its business 
space. Rich walnut fixtures offset by color- 
ful window draperies give a feeling of 
warmth and solidity to the bank’s new 
interior. Large photo-murals of local land- 
marks serve to stimulate an awareness of 
the bank’s position as an integral part of 
the community. A new diamond-pattern 
terrazzo floor, soundproofed walls, air 
conditioning, and fluorescent lighting have 
been installed. 


¢ 


While modern architectural movements 
are world-wide in scope, the high American 
economy with its building boom is setting 
the pace in functional improvement and 
design. The ultra-modern styles and 
innovations appearing in many new or im- 
proved banking quarters provide many 
noteworthy examples of contemporary 
American architecture. 

In construction at this time is a modern, 
greatly expanded new home'for the Peoples 


State Bank of Belleville, Michigan. The 
long, low, ranch-type facade features 
Tennessee ledgerock, vertical redwood 


louvers separating six spacious thermopane 
windows, and a canopy projection topped 
with stone coping. <A drive-in portico 
further emphasizes the broad lines of the 
front and landscaping will add a homey 
appeal to the structure. The interior walls 
and fixtures of the bank will be executed in 
light mahogany wood. 


Sf 


Strikingly modern, the new offices of the 
Fidelity Savings and Loan Association of 
Seattle, Washington, will feature the liberal 
use of glass area. Earthquake engineered, 
this airy structure draws upon the latest 
accomplishments in functional architecture 
to achieve top operational efficiency and 
new-business attractiveness. 


The tempo of bank modernization is 
well-illustrated by the impressive set of 
escalators recently installed by The First 
National Bank of Chicago. The new 
escalators have deck covers of alumilited 
aluminum, a covering which retains its 
appearance with little mintenance. Bronze 
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alumilited aluminum mouldings are super- 
imposed on the deck covers and are also 
used to hold stainless steel panels in place. 
The bronze aluminum was custom-ordered 
by the bank to harmonize with the archi- 
tectural motif in the lobby and second 
floors. Skirt panels and step risers of the 
escalator are finished in porcelain. This is 
the second series of escalators to be in- 
stalled by the bank. 


* 


The Citizens National Trust & Savings 
Bank, Los Angeles, has recently completed 
remodeling and enlarging operations at the 
San Bernardino branch. The $125,000 
project doubled the former floor space and 
completely changed the interior, with the 
addition of new terrazzo floor, fluorescent 


Ultra-modern styles mark quarters now under construction 


Peoples State Bank of Belleville, Michigan 





lighting, and modern low-top walnut {iy.f 
tures. 

All departments received new desks, 
chairs and files of desert-sage color steel, 
Typewriters were repainted to match the 
desks. Other features of interest include ; 
customer’s lounge in the lobby, complete 
with newspapers and magazines as well as 
comic and reading books for children, con- 
ference booths and a community meeting} 
room. A large staff room, complete kitchen 
and rest rooms are located on the mezza- 
nine. Music is played throughout the day 
by way of speakers to the lobby and staff 
room. 

. ” * 


New Thrift Plans 


Within the past few weeks two new 
savings services have been inaugurated by 
California financial institutions. 

Timed to meet customer needs since the 
Federal Reserve Board recently placed 
curbs on installment buying and consumer 
credit, The Bank of California, N. A., San 
Francisco, has initiated the “50 Week 
Savings Plan.” 

In its announcement the bank suggests 
that this plan is ““The Easy Way to Have 
What You Want This Time Next Year.” 
Accounts can be opened at any time to 
save for any specific purpose, such as down 
payment on a home, automobile or TV set, 
to pay insurance premiums, income or real 
estate taxes, or perhaps for a vacation 
trip, next year’s Christmas shopping, etc. 

Accounts may be started with a weekly 
deposit of $1 or more and the _ bank's 
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t fix.) regular savings interest rates will be paid 
upon completion of the plan. Customers 
lesks | may also open two or more savings plans 
stee| to care for their specific needs throughout 
h theg the year. 
ude.) Thrift Clubs. The new series of Thrift 
ipletef Clubs established by the Morris Plan of 
ell af California are designed to help each mem- 
. conf ber of the family accumulate funds for 
eeting) definite purposes. These Morris Plan 
‘tchenf Thrift Clubs have been named after some 
1ezza-p of the principal things for which most 
e davp families would like to have money set aside. 
i staff They are: The Taxpayer’s Club; The 
Homemaker’s Club; The Vacation Club; 
The College Club; and The Stork Club. 
Flexible enough to fit the needs of each 
individual family, these Thrift Clubs 
specify no set amounts or maturity dates. 
» newf Morris Plan service on the clubs includes 
ed byf helping each family to estimate the 
amount they will need in a club account 
ce thef and advising them on how much per week 
placed— or month will add up to that goal in a given 
sumer— length of time. Service literature such as 
.., Sanf tax due dates, college fees, etc., will help 
Weekf families to make their plans. Each will 
then set its own club goal and maturity 
iggests— date. 
)Havef Thrift Club funds earn interest on the 
Year.”— same basis as regular Morris Plan Thrift 
ime tof accounts and money may be added or with- 
; downf drawn at any time. No penalty is made 
rV set,f if funds are not accumulated according to 
or realf schedule, but the clubs have been estab- 
ication— lished to encourage the club member to 
ig, etc.B follow a systematic plan of saving for a 
weekly § specific need in the future. Club accounts 
bank's § will have special passbook jackets to re- 
mind holders of the purpose for which the 
funds are to be used. Space is provided to 
mark the regular day when money is to be 
added to the club. 
+ . + 





“Back of Every Promise .. .°° 


For many years the banking institution 
was shrouded in a veil of assumed dignity 
and public prejudice. A general lack of 
insight into the mechanisms of banking 
still prevails in this country and is an evil 
against which banks are pitting extensive 
public relations efforts. 

To help take the “‘mystery”’ out of bank- 
ing, the Continental Illinois National Bank 
and Trust Company of Chicago sponsored 

| the production of a 30-minute motion pic- 
® ture, “Back of Every Promise...’ (BCH, 
| Jan. 49). Since the time of its first release, 
it is conservatively estimated that this 
| motion picture has been seen by 500,000 
persons in 40 states and 14 foreign coun- 
| tries. 
; Relationship dramatized. The dra- 
| matic action of the film is designed to show 
the close relation of every individual of a 
; Community to the neighborhood bank and 
ff the American banking system. The title, 
} Back of Every Promise... ”’, emphasizes 
f the fact that back of every banking oper- 
ff ation there are people—people who need 
sm 1g services and people who can give 
em 





























































































































—} The film is sponsored locally by banks 
) and banking associations to groups of their 
Own s-lection. Requests are received from 
other business associations, high schools, 
colleges, universities, church groups and 
clubs. and in the majority of these re- 
quest’. the film has been booked through a 
Janusry, 1951 
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And, with Dip-Less Sets you can 





\ Sets. Ask for a demonstration. 


The Esterbrook Pen Company 
Camden, New Jersey 


- 
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~ 
Prices slightly higher in Canada 


Copyright 1950, The Esterbrook Pen Company 


/ W wh tocked” 


against 
accidental 
spillage 


sLess 444 - 


IN BLACK, CLEAR, GREEN, GRAY AND MAROON 


Such a wonderful desk set—for either the office 
or at home! Holds a full ounce of ink—writes for 
months without refilling—a full page or more at 
each dip of the pen. Easy to clean, easy to fill. 


CHOOSE THE RIGHT POINT 
FOR THE WAY YOU WRITE 


From the world’s largest variety of point styles, 
you can choose the precise point for your kind of 
writing and for the way you yourself write it! And 
should you ever damage your favorite point, you 
can replace it yourself—instantly! Just unscrew 
the damaged point and screw in a new one. All 
pen counters sell replacement points for Dip-Less 
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Gsterlbrook 


AMERICA’S FIRST PEN MAKER 


Model 407 Dip-Less Desk Set 


Extra large base holds twe 
ounces of ink. Can’t leak 
—won’t flood. Visible ink 
supply. Choice of points. 
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Main office, Trust Company of Cuba 


Our southern neighbors display outstanding new bank quarters 


bank in the community. Very often one 
showing of the film leads to requests for 
showings to other groups. 

Banks in foreign countries have used the 
film for showings to members of their own 
staffs, and under their sponsorship in 
schools and to civic and business organiza- 
lions. 

Guide furnished. For the use of in- 
structors who show the film to student 
groups, a “Film Teaching Guide’”’ relating 
the film story to as many as 17 different 
courses, has been prepared. Copies of the 
guide are furnished with each booking and 
additional copies are available upon re- 
quest. Also available, and included with 
each shipment of the film, is a descriptive 
booklet highlighting the dramatic action 
of the film story. 

To date there have been over 5,300 
requested showings of the film, and show- 
ings now average approximately 300 a 
month. For loan of copies of the film, 
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write direct to A. Gordon Bradt, second 
vice-president, Continental Illinois Na- 
tional Bank and Trust Company of Chi- 
cago, Chicago 90, Illinois. 


* o ¢ 


The Latin Touch 


The current surge of new bank building 
activity is by no means confined to the 
United States. To the south, our Latin 
American neighbors are proudly displaying 
many splendid new quarters characterized 
by a style that is all their own. The dis- 
tinctive new quarters of the ‘5 de Mayo’ 
branch of the Banco Nacional de Mexico, 
S. A., provide a striking illustration of the 
unusual designs and motifs that are incor- 
porated into modern Latin American 
banks. The handsomely furnished lobby 
of the ‘5 de Mayo’ branch is distinguished 
by the golden hues of Tarentine marble 
contrasted by the brilliant greens of tropical 


‘5 de Mayo’ branch, Banco Nacional de Mexico, S. A. 
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Member Federal Deposit Insurance Corporation 





19 of America’s 25 Largest 
Businesses are Shawmut Customers* 





40 WATER STREET, BOSTON 


Capital and Surplus $30,000,000 
* Based on Sales Reported by Moody's Manual. 
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plants. Escalators lead from the street 
entrance directly to the main banking floor. 
The luxurious safe deposit department 
offers both comfort and privacy to the cus- 
tomer. 


s 


Down Cuba way, the Trust Company of 
Cuba is doing an outstanding job in provid- 
ing attractive surroundings for customers 
and employees. Many of the organization’s 
fifteen offices have been specially built or 
restored toward the end of comfort and 
good taste. These offices are considered 
to be among the best examples of modern 
banking architecture in the country. 
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Bank Within A Bank: 





As the Omaha National Bank entered 
the last lap of a three-year remodeling 
program, W. B. Millard, Jr., president of 
the bank, stated: “‘Any remodeling project 
causes a certain amount of inconvenience. 
We want our customers to have a little fun 
with us while this is going on.” As a re- 
sult, while the old teller’s cages on the 
main banking floor were being replaced 
with modern fixtures, a temporary “bank 
within a bank” was erected in the lobby of 
the Omaha National. 

With the help of old books and periodi- 


cals, teller’s cages similar to those in use f 


during the early days of the bank’s history 
were constructed. Bracket kerosene lamps 
and other antique fixtures were added to 
make the reconstruction complete. Bank 
employees wore eye-shades, old-fashioned 
black sleeve protectors and aprons such as 
were worn by bank tellers 85 years ago. 
On the pine board wall opposite the antique 
cages an interesting exhibit of maps, 


photographs and newspapers dating from f 


the early days of Omaha was set up. 


The entrance to the west lobby of the} 
bank was covered by a reproduction of the 


front of the first Omaha National Bank 
building, which was erected in 1866. A 
large picture portrayed the driving of the 
Golden Spike that marked the completion 
of the first transcontinental railway at 





Promontory, Utah. This picture related f 


the contributions of the bank and the rail- 
road to the progress of Omaha. 
This “bank within a bank” expedient, 
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eyes ONE MEASURE of a sound investment is whether it 
represents a need. 
International Harvester equipment helps fill needs that are basic. 
‘tered Whether in war or peace, requirements for food and transporta- 
leling tion are imperative and continuing. 
were Harvester products do more. They add to the income of the 
ience. user. And they pay for themselves in use. 
le ss In addition, the span of their usefulness is long, because 
a - 
a the Harvester products are built to stand up. 
8 For these reasons, the local banker is making a sound investment - 
an ; ; 
vw of when he provides the financing for a tractor, a truck, 
A or any other piece of Harvester equipment. 
aig He is also joining with the purchaser and the local Harvester 
istory dealer in a three-way partnership that will add to the wealth of the 
wee local community. 
Bank 
\ioned 4 
on INTERNATIONAL HARVESTER 
$ ago. 
itique 180 North Michigan Avenue Chicago, Illinois 
maps, The confidence in IH products comes from the quality built into them 
from 
of the j Builders of farm equipment 
of the f ~ f . fitabl 
Bank ° ~~ or easier, more profitable 
6. A om farming . . . trucks for bet- 
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BANK SIGNS 


IN DIGNIFIED BRONZE 


7 * * 





Picture the name of your bank in en- 
during bronze ... the names of your 
personnel in desk plates of the same 
handsome metal. 

Let us show how we can give you the 
finest in signs, desk plates and bulletin 
boards at very economical prices. 

Send for free illustrated literature. 

. a a 


DESK NAMEPLATES 


SIZE ILLUSTRATED 2” x 10” 
ON BRONZE EASEL 





— a 


Mr. BARRETT 


COST $7.50 


* * * 
“BRONZE TABLET HEADQUARTERS” 


United States Bronze Sign Co., Inc. 


570 Broadway Dept. BM NEW YORK 12, N. Y. 






































STYX-DRY BILL STRAP 


SEALS BY PRESSURE 
NO MOISTENING... 


THE NEW WAY 
333 SECONDS 


Actual stop watch checks 
show the sealing speed... 
343 seconds against 7 
seconds...with the new 
STYX-DRY Bill Strap. Seals 
by pressure, no moistening, 
no mess. Retains adhesive- 
ness for years. In Colors for 
different denominations. 
Made of choice brown Kraft. 












THE OLD WAY 
7 SECONDS 


rheb. L. DOWNEY 
Company 





HANNIBAL, MISSOURI 


World’s Largest Mfr. 
of Coin Wrappers 


FREE SAMPLES 
WRITE DEPT.B 
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Historic fun during remodeling 


utilized to facilitate business as usual dur- 
ing remodeling activities, proved extremely 
popular with both the employees and cus- 
tomers of the Omaha National. 
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Open House Deluxe 


Without doubt the greatest opportunities 
for close community integration and co- 
operation fall to the small country bank. 
Often the largest institution in its area, the 
country bank is in an excellent position to 
generate public interest in its operations 
and to establish itself as the public service 
nerve-center of the community. 

A recent illustration of the advantageous 


position enjoyed by the country bank is 
provided by the overwhelming public 
response to the Open House Night of the 
First National Bank of Scottdale, Pennsyl- 
vania. Located in a trading area of only 
7,000 persons, the First National Bank of 
Scottdale entertained more than 4,200 
visitors during the single evening of its 
open house celebration. 

Long preparation. Over a month was 
spent preparing for the event, which was 
planned and directed by Ralph Easton, 
assistant cashier of the bank. Paid news- 
paper advertisements and _ considerable 
editorial attention publicized the open 
house throughout the community. 

Through the courtesy of the Carnegie 
Museum of Pittsburgh, an exhibit of rare 
American money was set up for the celebra- 
tion. Microfilming, bookkeeping and coin- 
counting machinery was demonstrated 
for the benefit of the visitors. The various 
operations of the bank were fully explicated 
by signs prepared for the event, while the 
full staff of the bank stood by to explain 
their duties and answer questions. 

As a remembrance of the party, the 
women received roses and the men were 
presented with cigars. Every boy and girl 
attending was given a dime saving bank. 

Hours extended. Originally, the First 
National of Scottdale had planned to hold 
the Open House Party from 7 to 9 p.m. 
Although a relatively large turnout was 
expected, the capacity crowds that jammed 
the bank and lined up five abreast for a 
block outside of the bank building forced 
officials to continue the party until 11 p.m. 
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The Years Pass 


Celebrating 85 years of continuous bank- 
ing service, The Lynchburg National Bank 
and Trust Co., Lynchburg, Virginia, re- 
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Outstanding public relations by a country bank 


Crowds overflow lobby at ‘*open house,”’’ First 
National Bank, Scottdale, Pennsylvania 














Old and new posting and operating 
methods were demonstrated 





Bank’s many services illustrated 


SAVINGS ACCOUN) BF 
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1k is Fcenily finished remodeling and enlarging * 

ublic {| the main office of the bank. As part of the 

f the | dua! anniversary open house and moderni- Sto e & Ne WF 
nsyl- J zation celebration, the bank opened a $10 

Only | savings account for every child born on the ea & s 

1k of | day of the anniversary within the area that 

1,200 fthe bank serves. A special anniversary ic j en ni cy Ol n rad ys 
f its f booklet traced the growth and development 

of The Lynchburg National from the time 





/ Was ff of its establishment in 1865 to the present. Specially designed for orderly and easy handling 
—_ ey ae hg and storage of large amounts of coin 
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open | Publie Relations Award 


; National recognition of community serv- 
negie Ff ice was recently extended to the Spring- 
rare § field National Bank, Springfield, Massa- 
ebra- F chusetts. In the nationwide competition 
com- § sponsored by the American Public Rela- 
rated F tions Association, the Springfield National 
Tous § Bank was the only banking institution in 
cated f the country to receive an award for an 


e he outstanding community relations program. 
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Community relations program 


bank- § brings national award to bank 
Bank 
a, Te- 








The accompanying view shows Reginald J. 





Alden (left), public relations director of the N P 7. 
Springfield National Bank, and Wallace V. ow you can do away with messy coin bags and save valuable 
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committee, receiving the engraved award 
from Howard Bonham, vice-president of SUPERIOR FEATURES 
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of the contribution of the police depart- | Loan —_ conetasont -_ ar ved $5,500 ti oie — 

ment to the community well-being that the | occupies space 19’ Wide, 2134" High, 16” Deep. Coin trays avail- 
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bank found it necessary to print extra edi- able with or without storage lockers. 
lions to fill the requests of other cities 
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gency situation and to encourage public | No. 505 $ 50.00 Nickels in $2 rolls 
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Springfield National also distributed more No. 325 “ $300.00 Quarters in $10 rolls 
than 80,000 emergency police and _ fire No. 350 “ $300.00 Halves in $10 or $20 rolls 
department telephone number stickers to 
Springfield homes and offices. WRITE OR WIRE FOR FURTHER INFORMATION 


The APRA award ‘culminates the line of 
officiz! praise and recognition that the 
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resuli of its exceptional public relations 


efforts. P. O. Box 3214 CHARLOTTE 3, N. C. 
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Weapon fr Ccrcks cmd beak 
was giver, guile a lift —" 


Not long ago, a correspondent bank asked the 
Chase to arrange a letter of credit for one of its 
customers. In doing so, we made certain rec- 
ommendations which we thought necessary for 
the customer’s protection. These recommenda- 
tions were incorporated into the final negoti- 
ations. 


Shortly thereafter, our correspondent re- 
ceived a letter from the customer. It said, in part: 
“That your officers and the officers of your 
correspondent bank, Chase National in New 
York, were so cautious in protecting us in the 


THE CHASE NATIONAL BANK |B 
OF THE CITY OF NEW YORK 


spending of our money, impressed me deeply. 
It never occurred to me that you cared a whoop 
how we tossed our money around just so long 
as it wasn’t currency we had borrowed from 
you. Asa result, my respect for banks and bank- 
ers—and you and Chase specifically—was given 
quite a lift.” 


The Chase National Bank is proud of this 
unsolicited tribute to its services, and happy 
that our methods of business continue to re- 
flect credit on ourselves and our correspondent 


banks. 
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More than 800 bank officers heard viewpoints of government, industry, agriculture and finance 


THE A. B. A. CREDIT CONFERENCE 
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The banking problem: To extend financial aid 
without contributing to inflationary pressures 


ANKING’S role in the new, na- 
tional emergency received early 
consideration at the Third Na- 
tional Credit Conference of the Ameri- 
can Bankers Association in Chicago, 
December 14 to 16. The part banking 
is to play in financing defense and 
combating inflation was discussed from 
the viewpoint of banking and from the 
viewpoints of government, industry 
and agriculture. 
The fact that banks are stepping 
out promptly to face the situation as 
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By 
HENRY J. BOONE 


Editor, Burroughs Clearing House 


it exists was evidenced by the inclu- 
sion in the program of a report on the 
world military situation. This was 
delivered by Major General Joseph 
M. Swing, Commandant, Army War 
College, Fort Leavenworth, Kansas. 
While General Swing’s report was off 
the record, it left no doubt in the 
minds of listeners of the serious situ- 
ation that the country faces. 

More than 800 bank officers were in 
attendance at the meeting which was 
sponsored by the Credit Policy Com- 
mission of the A. B. A. 


Credit Policy 
As chairman of the conference, 
Kenton R. Cravens, vice-president, 
Mercantile-Commerce Bank and Trust 


Company, St. Louis, reminded those 
in attendance of the things that bank- 
ing has to do in a war economy, such 
as extending credit to industry and 
agriculture, helping the Treasury dis- 
tribute its securities, co-operating in 
the control of credit and providing for 
check-cashing and other services. 

The most important thing that 
banks can do right now, he said, is to 
help in restricting unnecessary civilian 
and non-military uses of commercial 
credit. Discussing the kind of loans 
banks ought ‘to be screening, Mr. 
Cravens pointed out that there are 
white, gray and black loans. 

Loans that fall into the white 
column, he said, are easy. They 
obviously are loans such as defense 
production loans or loans on expanded 
production of essential items. ‘“‘When 
I say essential,” he added, “I need go 
no further than that. It is silly to 
lend money to expand production of 
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any item where we have a material 
or manpower shortage. We cannot 
just stop at that kind of an item, but 
we have to examine it to see whether 
or not we are taking manpower or 
materials that are otherwise needed.” 

Gray loans, he said, are tough. If 
somebody wanted to open a retail 
store, it could be highly essential if it 
was in the distribution of food in a 
new area. On the other hand, a loan 
of this kind could be highly unessential, 
too, he said. The hardest part of these 
loans, in his opinion, comes under the 
inventory classification. “‘As bankers,” 
he said, “‘we cannot tell whether the 
borrowers are overbuying or speculat- 
ing or actually buying their require- 
ments. The best test of that is the 
unit test. Even there, we have to 
think of the over-all production in the 
country.” 

On the black sidé, they are also easy, 
Mr. Cravens said, adding that bankers 
know a purely speculative loan a mile 
away. There are some, however, that 
are difficult because they have to be 
made. As an example, he cited the 
case of a company owning 50-odd per 
cent of a subsidiary and having an 
obligation to the president of the 
subsidiary to purchase 37 per cent of 
his stock upon his retirement. That 
would be an inflationary loan, he said. 
The loan was made, however, by 
eliminating the inflationary feature. 
This was done by obtaining an agree- 
ment from the president to use the 
money received to buy government 
securities and to put them in escrow 
for two years. 

Turning to the outlook for loans, 
Mr. Cravens said, ‘‘Obviously, we will 
get seasonal liquidation, particularly 
in the second quarter of the year. 
President Truman said we must pro- 
duce more and more. -Some people 
say that will require more and more 
credit. I don’t think it will. It has 
been our experience that if we take 
any drastic amount of our civilian 
production and move it into defense 
production, the need for credit is 
reduced. I think that is exactly what 
will happen over a period of time, so 
that it seems to me that our most 
critical period for lending is in the 
next six to ten months until we get 
into producing a substantial amount 
of war goods.” 


The Road Ahead 


Stating that the government easy- 
money policy to aid in low-cost debt 
servicing has been a factor in permit- 
ting the growth of inflation, A, B. A. 
President James E. Shelton, president, 
Security-First National Bank, Los 
Angeles, suggested that a flexible rate 
that would attract the purchase of 
government debt outside of the bank- 
ing system would have helped and 
would now help to minimize the forces 
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that are behind inflation. 

“It is quite obvious,” he said, “‘that 
if saving fractions of per cents in 
interest on the public debt materially 
contributes to inflation and higher 
prices of commodities and _ services, 
then the government itself, which is 
by far the largest single purchaser of 
goods and services, may in fact be 
saving pennies and paying out dollars 
in higher prices.” 

President Shelton stated that there 
is evidence that Regulations W and X 
are already taking hold, though it is 
too soon to evaluate properly their 
effect. Particularly because of comit- 
ments made before Regulation X 
became effective, it will be some 
months before the effect will be fully 
felt. Undoubtedly many hardships 
have been created by these regula- 
tions, he said, and these should be 
remedied to the extent possible. 

On commercial bank loans, he said, 
it should not be forgotten that it is 
the purpose rather than merely size 
or volume of such loans that deter- 
mines their inflationary effect. In- 
creased production of commodities is 
probably the most direct deflationary 
force in the economy, he said. If loans 
are made for the purpose of financing 
essential production, then the in- 
creased production more than offsets 
the inflationary effect of the loan; and 
the whole transaction taken together 
is actually deflationary. 

In the emergency that faces us, 
Mr. Shelton stated, the bankers both 
individually and collectively in their 
associations want to do and to play 
their full part. ‘“‘We want to do it 
voluntarily and wholeheartedly and in 
the fullest co-operation with the agen- 
cies charged with the responsibilities 
in the various fields.” 


Federal Reserve Program 


A new program that may assist in 
the screening of loans and restraining 


of credit expansion was discussed by 
Thomas B. McCabe, chairman of the 
Board of Governors of the Federal 
Reserve System. 

“We have a new facility that may 
be useful,” said Mr. McCabe. ‘I 
refer to that clause in the Defense 
Production Act which exempts from 
the anti-trust laws voluntary agree- 
ments between financial institutions 
and the Government in furtherance 
of the objectives of the Act. The 
administration of this provision has 
been assigned to the Federal Reserve 
Board. It has not been used. We 
have no experience with it. It has the 
warm support of the Attorney General. 
He has written us that he feels it 
desirable, because of the inflationary 
conditions now existing, to assist and 
encourage in every way possible the 
making of voluntary agreements among 
financing institutions which would aid 
in checking any expansion of credit 
that is not essential to the defense 
effort.” 

In conjunction with Chairman Cra- 
vens, Mr. McCabe said, a meeting has 
been arranged in New York shortly 
after the conference to see if an effec- 
tive loan agreement can be reached. 
It is contemplated that such loan 
agreements would be used primarily 
by the larger institutions in screening 
larger loans. Under these agreements 
it was the opinion that banking groups 
would be brought together to define 
inflationary loans and to enter agree- 
ments concerning loans of this nature. 


State Association Help 


In a separate luncheon address be- 
fore secretaries of the state bankers 
associations, Oliver S. Powell, new 
member of the Board of Governors of 
the Federal Reserve System, asked 
their co-operation in the anti-inflation 
program. 

The inflation defense in the bank 
loan field has been largely one of 


Methods of restraining credit expansion were explored 
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General Swing and Mr. Burgess, who were majors together in World War I 


An off-the-record military report struck an urgent note 


urging voluntary restraint on the 
bankers of the country, said Mr. Powell. 
The problem is difficult due to the 
large number of banks. It is important 
to explain and to emphasize that the 
gap between available goods for civil- 
ian consumption and the supply of 
purchasing power promises to widen 
progressively as the months go on, he 
said. The probable gap between in- 
come and available civilian goods will 
exert tremendous additional pressure 
for higher prices, even with no expan- 
sion in bank credit in various forms of 
consumer borrowing. 

Mr. Powell also discussed the mone- 
tary moves that have been made to- 
ward the restraint of credit expansion. 
Short-term interest rates as reflected 
in the prices of short-term Govern- 
ment securities have been allowed to 
rise by a fraction of one per cent, said 
Mr. Powell. This move has exerted 
steady pressure to discourage the sale 


of Government securities by present 
holders for the purpose of using the 
funds in other ways. It has also made 
these short-term Government securi- 
ties somewhat more attractive as 
investments and to that extent has 
diverted funds from the spending 
stream. 


This Emergency 


The address of W. Randolph Bur- 
gess, chairman, executive committee, 
The National City Bank of New York, 
covered a broad discussion of the 
banking job based on his own observa- 
tions and the discussion of the subject 
with Washington officials. His views, 
as summarized, follow: 

First, our job is to aid production, 
to see that the financial machinery, 
like the lubricating oil of a manufac- 
turing plant, is available and does the 
work. It has to be done and we ought 
to be doing a lot of it without the 





necessity of V loans. 

Second, this business of not spend- 
ing so much on other things. The 
Federal Reserve Board has been at 
that with Regulations W and X. I 
think you will all agree those are 
sound, courageous steps. 

Taxation is one of the restraints. I 
want to say there is a committee of 
the A. B. A. that has been at work in 
Washington and I think it has done a 
very intelligent job in dealing with the 
excess profits tax, in trying to get it 
into a form that will do the least 
damage and raise the revenue that is 
needed. 

We come to the matter that Ken 
discussed and that Tom McCabe 
talked to you about, and that is the 
growth of bank credit. That is our 
baby. We can’t escape from it. 

The proposal that has been talked 
about is an attempt in my judgment 
to set up in each Federal Reserve Dis- 
trict a kind of voluntary committee 
on which there will be represented 
commercial bankers, investment bank- 
ers and insurance companies to get 
together and work out a set of princi- 
ples to serve as a guide on what kind 
of loans ought to be made and what 
kind should not be made —the black, 
white and gray that Ken has talked 
about. 

The Federal Reserve has been deal- 
ing with interest rates. I don’t think 
they can go much further. I would 
like to see some long-term governments 
sold at 234 per cent. I think that rate 
would be much more acceptable. 
That may not be inconsistent with 
maintaining the 2% per cent rate for 
some period. They may have to put 
those outstanding 214’s down to 99 
or 98. I don’t think that would do 
any harm myself. 

Now, third, the banker’s job is to 
encourage savings. That has been 
our job for a long time and we have 
done it pretty effectively. 


Some speakers raised questions as to the nature and extent of the 1951 defense program 
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Specific types of loans, such as business, farm, consumer and real estate, were scrutinized 


I want to say a word about savings 
bonds. The difficulty lies in the fact 
that the same government that was 
issuing savings bonds was at the same 
time taking action that reduced the 
purchasing power. But, let’s take a 
good look. If you say we shouldn’t 
help the sale of savings bonds because 
the purchasing power deteriorates, 
exactly the same reasoning applies to 
savings deposits. I believe the sale of 
savings bonds can be made one of the 
greatest educational processes of en- 
listing the support of all the people 
that we have. So, I think we had 
better sell savings bonds, and I think 
we had better put a lot of juice into it. 


The Banks’ Responsibilities 


Carefully measuring the potential 
impact of the presently contemplated 
defense program on our economy, 
President Frederic A. Potts, Philadel- 
phia National Bank, reached these 
sanguine conclusions: (1) Our national 
output can be expanded to take care 
of the needs. (2) We do have the 
manpower. (3) Plant and equipment, 
with certain exceptions such as the 
steel industry, is well adapted to take 
care of the foreseeable added load 
factor. 

Where, then, lies the danger in the 
present situation, Mr. Potts asked. 
His answer lies in one succinct word: 
Inflation. ‘‘No nation,” he said, “‘can 
enter a stepped-up economy such as 
we are contemplating, particularly 
when it is superimposed on an already 
inflated one, without having to suffer 
the consequences.” We have pro- 
gressed far beyond the adolescent 
stage in inflation growth, he added, 
and are at the point where some form 
of controls is necessary. 

In this connection Mr. Potts de- 
clared that further expansion of credit 
and of the money supply must be 
curbed wherever possible. “‘As bankers, 
we must appreciate and understand 
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the problems involved,” he told the 
conference, “and we must co-operate 
in the attempt to control inflation.” 


Adjusting Loan Policies 

A number of practical suggestions 
for handling loans under current condi- 
tions were suggested by Carlisle R. 
Davis, vice-president, State-Planters 
Bank and Trust Company, Richmond, 
Virginia. 

If the banks are to help combat or 
curb inflation, beyond the screening 
process, Mr. Davis suggested adjusting 
loan policies to present-day emergency 
conditions. 

Most of the banks, said Mr. Davis, 
have on their books loans which are 
good but which have been slow. These 
may be well secured, perfectly safe 
obligations. If, in these times, the 
banks can encourage and at times 
insist that the borrower increase his 
curtailments on these slow loans, he 
said, it will help in several ways in the 
inflationary battle. The borrower will 
have less money for spending. His 
payment will reduce the deposit money 
created by the loan and will thus help 
to curb inflation. 

Mr. Davis also suggested that banks 
carefully consider the question of 
repayment requirements on new loans. 
The more rapid repayment schedule 
the banks can arrange with propriety, 
he said, the better job they are doing 
for the country and for the banks. 

Again, said Mr. Davis, the question 
of rates on loans should be considered. 
The rate on short-term money, in the 
opinion of many, he said, does not 
have an outstanding deterring effect 
on short-term borrowing, but it does 
have its effect. For years, he said, the 
banks have been bidding for loans and 
competition has been driving rates 
down until frequently the banks have 
been poorly paid, if not actually under- 
paid, for their money. 

Many officers who are handling 


loans are finding it difficult to change 
their pace and to price loans properly, 
he said. Not so much from the stand- 
point of income but more from the 
standpoint of placing a brake on bor- 
rowings, he suggested that banks con- 
tinue to increase the loan rates on new 
and present borrowings to a_ point 
more in keeping with the realistic 
figures of today. 


Manufacturing Viewpoint 


There still seems to be some ques- 
tion, said Robert C. Tait, president, 
Stromberg-Carlson Company, Roches- 
ter, New York, whether the national 
planning calls for mobilization for all- 
out war or for a long drawn-out, partial 
defense-civilian economy. 

In some respects, said Mr. Tait, an 
all-out war is easier to handle from an 
economic standpoint than a delicately 
balanced economy wherein we try to 
maintain as high a civilian level of 
production as we can within the frame- 
work of a more gradual mobilization 
program. In either case he feels we 
may be getting off to a bad start in 
view of the dislocations that are 
already making their appearance. 

It is Mr. Tait’s definite opinion that 
it is vital to maintain our delicately 
balanced, but amazingly productive, 
civilian economy in order to carry the 
defense program such as we _ need 
without wrecking our country, which 
is what Russia wants us to do. 

The ultimate answer to the conflict 
between democracy and communism, 
he concluded, will be the ultimate 
health and growth of the respective 
economies. 


Manpower, Materials, Money 


In another outstanding address from 
the manufacturing viewpoint, Anthony 
Von Wening, vice-president, A. 0. 
Smith Corporation, Milwaukee, raised 
the question of the nature of the 
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Proposals for district committees to establish non-inflationary loan standards were outlined 


defense program. With economic ac- 
tivity reaching totals of $285 billion, 
he felt that the dollar volume of 
defense production plans so far dis- 
cussed did not present a very difficult, 
important problem. 

If you ask, said Mr. Von Wening, 
if there is a manpower problem, if 
there is a material problem, if there is 
a money problem, the answer is what 
kind of game are we expected to play? 
If this is going to be an all-out war 
effort, he stated that there would be 
shortages of everything. 

Conversely, it was Mr. Von Wen- 
ing’s opinion that in the next several 
months the country may have a prob- 
lem of unemployment, not a problem 
of shortage. If and when a shortage 
of manpower does develop, he said, 
there are many untouched reserves. 

For example, he said, our industrial 
week this year measures 41 hours. If 
we just increased that by two hours 
a week in manufacturing employment 
alone, we would add the equivalent of 
900,000 to our employment force. If 
we went from a five-day to a six-day 
week, which you would certainly 
expect to do in the event of war, we 
could increase our present employ- 
ment by the equivalent of 10 per cent 
or six million people. That would be 
without tapping the reserves of female 
Working power. 


Small Business 


It was only a short time ago, said 
Everett Reese, president, Park Na- 
tional Bank, Newark, Ohio, and chair- 
man of the A. B. A. Small Business 
Credit Commission, that various groups 
Were ‘aking up the cause of the small 
businessman and telling us, as bankers, 
that |e needed more credit. 

Now, says Mr. Reese, has come 
another one. Now there is pressure 
lo reluce loans, including loans to 





busin'ss, small business as well as 
large business. There is a problem 
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here, he said. It is important for 
small business to continue production 
and not sit back and wait for war 
business because if they have a dry 
spell of four or five or six months with 
no peacetime business, they wouldn’t 
be there for the war needs. ‘You can’t 
shut those people off from credit. “If 
I was a little businessman and if I was 
dealing with a bank that changed from 
one extreme to another, I would cease 
to depend on the banking system for 
credit. 

“T think government people, taken 
as a whole,” said Mr. Reese, “‘want 
small business to get its share of war 
production as it comes along and the 
banks are going to be a part of this 
war effort. They are going to have 
to get ready with the credit facilities.” 


Agricultural Credit 


We must keep agriculture financially 
sound, said Dr. E. L. Butz, Head of 
the Department of Agricultural Eco- 
nomics, Purdue University. It is 
financially sound now, he said. 

Not in the last fifty years has the 
ratio of debt in agriculture to the capi- 
tal values been so low as now, he said, 
and bankers are doing a good job in 
that respect. Farmers who have 
excess money and who already have 
adequate production units must be 
encouraged not to bid against each 
other for the scarce supply of land, 
but rather to invest their surplus funds 
in the improvement of their production 
plant and fertilization and soil con- 
servation practices, in better facilities 
for livestock so that they can further 
increase their aggregate output. 

More production with fewer workers 
is the challenge to agriculture, Dr. 
Butz stated. It is a challenge that is 
going to call for credit. “I, for one, 
would say,” he continued, “don’t hold 
back a moment in extending credit for 
production purposes in agriculture 


because in spite of what has been said 
about the necessity for credit curtail- 
ment on the part of American banking, 
we must have adequate credit to 
finance our production machinery.” 
That is the thing that is going to save 
us from the crisis we face, he said. 

Dr. Butz also stated that in the 
years ahead there should be a healthy 
migration of people from the farm to 
urban areas and that the period should 
offer an opportune time to study farm 
price support programs in an environ- 
ment free from the pressure of declin- 
ing prices. 


Farm Program 


Some of the things that banks can 
do toward inaugurating a farm pro- 
gram for the emergency were listed by 
W. W. Campbell, president, National 
Bank of Eastern Arkansas, Forrest 
City, Arkansas, and chairman, Agricul- 
tural Commission of the A. B. A. 

1. Have a “farm-minded”’ officer of 
the bank be responsible for passing 
upon all applications for agricultural 
credit. 

2. Weigh carefully every need for 
agricultural credit that comes to the 
bank. Attempt to make the loan if 
it is for production purposes. 

3. Work out with the farmer a 
budget of anticipated expenses and 
income and develop a plan of advanc- 
ing and repayment of such credit to 
the satisfaction of both parties. 

4. Have every agricultural loan 
supported with full and sufficient credit 
information. Credit statements and 
operating budgets constitute’ the 
“facts” which commercial banks must 
have if they are to render intelligent 
credit service. 

5. Visit the farmer on his farm from 
time to time; visualize his operations 
at firsthand; check the advances made 
against actual production; and discuss 
again with him the likelihood of his 
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meeting repayments under the plan 
agreed upon. 

6. Know the farmer’s ability as a 
farmer and a manager; his attitude 
toward soil improvement programs; 
and his reputation in the community 
for paying his debts. 


Consumer Credit 


A consumer credit policy for banks 
was suggested by Carl M. Flora, vice- 
president, First Wisconsin National 
Bank, Milwaukee. This covered three 
major points. 

1. Continue to extend installment 
credit on conservative terms to credit 
worthy borrowers for any useful pur- 
pose —and inform the public this serv- 
ice is still available. 

2. On personal loans, make an even 
greater effort to help your customers 
get out of debt on a systematic basis. 
Families are often faced with an 
accumulation of bills or emergency 
expenses which cannot be paid out of 
one month’s income. By consolidating 
these obligations in an installment 
loan, your customer can repay his 
obligation in a manner which enables 
him to budget himself out of debt. 
This type of loan is deflationary in 
character. 

3. Assist your customers when re- 
quired to purchase needed machinery 
and equipment including consumers 
durable goods. However, in extending 
this type of credit, it should be pointed 
out to your customer that the most 
economical way to finance the purchase 
is to make the largest down payment 
possible and pay the balance in the 
shortest period of time he can com- 
fortably afford. 

“Three-fourths of our citizens are 


employees,” said Mr. Flora. “Most 
depend entirely on wages or salaries. 
The vast majority of these people 
need and use installment credit from 
time to time. Thus, an adequate flow 
of this credit is both necessary and 
beneficial in war and peace. 

“T believe that banks that extend 
consumer credit on the basis of the 
foregoing principles will meet the 
essential credit needs of their communi- 
ties, contribute to the defense effort 
and help in our struggle against 
communism.” 


Mortgage Lending 

Despite the housing credit controls 
there is reason to believe that most 
bank mortgage lenders will be able to 
maintain a_ satisfactory volume of 
mortgage loans in 1951, according to 
Wendell T. Burns, vice-president, 
Northwestern National Bank, Minne- 
apolis, Minnesota, and chairman of 
the Committee on Real Estate Mort- 
gages, A. B. A. Savings and Mortgage 
Division. 

As a matter of fact, he asserted, the 
controls favor the more conservative 
lenders who have always advocated 
larger down payments. They also 
favor the conventional mortgage, Mr. 
Burns added, but he warned against 
letting the absence of controls on such 
loans against existing structures tempt 
lenders into less conservative ap- 
praisals which would cover shelter 
premiums, unusual profits or excessive 
prices. 

Pointing out that.many banks have 
reached their statutory or self-imposed 
limits on mortgages, Mr. Burns con- 
tended that they need to redouble 
their promotion of savings deposits in 


order to have funds to take care of 
legitimate mortgage requirements. For 
those banks that have adequate funds 
but hesitate to promote mortgage 
business at this time on the basis of 
national policy, the point was made 
that the government does not appear 
to want to curb residential construc- 
tion in 1951 below 850,000 units. 
“Hence it would seem to be a proper 
policy,” Mr. Burns affirmed, “to make 
mortgage loans to those who really 
need more adequate housing or in 
those areas where there is a housing 
shortage, so long as the loans are 
eligible under the credit controls.” 


Excess Profits Tax 


The new Excess Profits Tax Bill, in 
its present form, is less burdensome to 
most taxpayers than was the act in 
effect during World War II. The 
credits allowable before income is 
subject to the tax is more liberal and 
the rate of tax is lower, Thomas J. 
Green, partner, Peat, Marwick, Mit- 
chell and Company, New York City, 
told the conference. There is no 
assurance, of course, said Mr. Green, 
that these advantages will long con- 
tinue. 

Under the House bill, he said, again 
there is the privilege of the two types 
of credit, the invested capital credit, 
and the income credit. The invested 
capital credit rates run from 12 per 
cent down to 8 per cent, which is, by 
comparison with World War II rates, 
extremely liberal. Coming to the in- 
come credit, the House bill has al- 
lowed a credit based on a choice of 
three out of the best four years in the 
1946 to 1949 base period, such credit 
to be available at 85 per cent. 


NEW PROBLEMS in V-L0ANS 


Highlights of a timely panel discussion on 
technical points related to defense credits 


Some of the new problems and questions 
confronting banks in making V-loans under 
the emergency program were explored by 
a five-man panel at the A. B. A. Credit 
Conference. 

Participants included George S. Moore, 
vice-president, The National City Bank of 
New York, who served as moderator; 
Charles T. Fisher, Jr., president, National 
Bank of Detroit, and Federal Reserve 
System Administrator of Regulation V; 
Mark A. Brown, president, Harris Trust 
and Savings Bank, Chicago; John Bach- 
man, Chairman, Contract Finance Com- 


By 
HARRY VY. ODLE 


Associate Editor, 
Burroughs Clearing House 


miltee of the Department of Defense; and 
Gardner L. Boothe, Deputy Administrator 
of Regulation V, Federal Reserve System. 

A general recommendation was that 
banks active in V-loan financing should 
establish a special department for it, to 
keep abreast of regulation changes, handle 


the documents involved, keep a record of 
provisions that should be included in loan 
agreements, and watch the “small print” 
in the various contracts. 

However, the panel did not spend undue 
time in generalities. A specific problem 
that received particular attention centers 
around recent rulings of the Comptroller 
General that the Government could recover 
from a bank the payments made to it by 4 
contractor on guaranteed loans secured by 
an assignment of the contractor’s claims 
under his contract. This would involve 
instances of price revision, renegotiation oF 
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Mit- tax claims when the Government was un- 
ity, | able to recover directly from the contrac- 
» NO §F tor. There is also fear that before the cus- 
reen, {| tomer gets paid for the work he has done 
con- and the products he has delivered, the 
government may claim some right of offset. 
gain | While the Federal Reserve Board has 
-ypes amended the guarantee agreement to 
edit acknowledge liability for the guaranteed 
eae portion of any ensuing loss to a bank, it 
ested was the consensus of panel opinion that the 
2 pel f exposure hazard on the unguaranteed por- 
s, by J tion was such that legislative changes 
rates, should be made in the Assignment of 
ie in- § Claims Act to eliminate the present 
s al- obstacles. An amendment has been drafted 
ce of to cover this (see also page 39) but the 
n the @ Panel expressed some impatience that the 
~redit matter still remain uncorrected. Question 
: was raised as to the advisability of not 
taking an assignment of a defense contract 
pending clarification, but it was pointed 
out that there is a disadvantage to this if 
the bank wants to ask for it later, since a 
four months waiting period is involved and 
that might not be pleasant if the contractor 
is going bankrupt. 
NOTHER muddled technical phase 
“4 the panel sought to clarify pertained to 
contract terminations. Under the previous 
Contract Settlement Act passed during 
World War II, it was provided that if 
contracts were terminated, maturities were 
suspended and the borrower did not have 
lo pay any interest. The Act has since 
expired, and it was explained that as a 
consequence termination provisions must 
be covered in the individual contracts. 
cord of § Most of the current military contracts 
in loan Were said to contain termination clauses 
print” — ‘ailored after the former Contract Settle- 
ment Act, except that the Comptroller 
1 undue General now has the right to audit settle- 
yroblem § Menis. Assurance was given of fair and 
centers§ ‘ast settlements, and it was also reported 
ptrollerf that a new Contract Settlement Act is 
recover — ow in the works.” 
it by a Assuming a solution of the assignment of 
ured by § “laims problem, and clarification of termi- 
claims § “ation procedures, one panel prediction is 
involve that banks will request smaller-*V-loan 
ation of § SUarantees than‘in the past. A motivating 
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MARK A. BROWN 


GEORGE S. MOORE 


factor is that banks have gained confidence 
in handling these loans as a result of previ- 
ous satisfactory experience. Probably 
more important is the fact that fees charged 
by the guaranteeing agency increase in 
proportion to the guarantee, leaving a 
smaller net for the financing institution. 
It was pointed out that banks are now 
operating on a general interest rate scale 
at least three-quarters of a per cent higher 
than in World War IT, but the V-loan maxi- 
mum rate remains the same. Assuming 
an 85 per cent average guarantee as in the 
past, this would bring the net rate in many 
cases below the going 90-day prime rate. 
With the present defense program being 
more nearly within the financial capacity 
of most borrowers, it is expected that banks 
will appraise credit risks more carefully, 
and take a lesser guarantee in order to be 
able to charge a rate satisfactory to the 
customer and still obtain a proper return. 

Some corporations combining defense 
production with their peacetime business 
are considering whether they should use 
V-loans to finance the war work so their 
ordinary credit resources will be available 
to continue normal operations on a large 
scale. However, this raises a question of 
the eligibility of such non-marginal enter- 
prises for V-loan financing. The new act 
specifies that the guaranteeing operation 
shall be used where deemed necessary by 
the guaranteeing agency; it is not as broad 
as the World War II executive order which 
included the words, “necessary, appropri- 
ate, or convenient.” The panel surmise 
was that the guarantor is not going to be 
too liberal in interpreting “‘necessity,’’ and 
may turn down applications that are not 
on a fair basis. 


OWEVER, the government representa- 
tives on the panel stated that, as a gen- 
eral proposition, V-loan financing is pre- 
ferred to advance or progress payments. It 
is hoped that prime contractors will be able 
to finance subs that are unable to obtain 
normal credit, but where necessary the 
services are ready to make guaranteed 
financing available. 
The possibility that V-loans may be used 
to some extent for financing defense plant 
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JOHN BACHMAN 


Well-informed panel group answers many specific questions on V-loan procedures 


facilities, in addition to providing working 
capital, was revealed during the panel dis- 
cussion. Apparently the government does 
not believe that a defense plant program 
patterned after that of World War II is 
necessary at this point. The view was ex- 
pressed that industry would like to finance 
its own facilities with certificates of neces- 
sity and bank loans, utilizing a guarantee 
where needed and keeping the plants in 
private hands. Where government sup- 
port is necessary, the military departments 
are hoping that it can be handled through 
an RFC loan or guarantee; it is some of the 
newer guaranteeing agencies that are look- 
ing favorably on V-loans to finance 
facilities. 

There was some question as to whether 
V-loans would be subject to the docu- 
mentary stamp tax which the government 
has been trying to collect on loans coming 
under loan agreements. Hope was ex- 
pressed that recommended legislation or 
amendments will be passed to eliminate 
this possibility. Opinion was expressed 
that, in the meantime, an effort will be 
made to apply the stamp tax to V-loans 
running for a year or longer. 


S of the date of the credit conference, 

there have been only 120 V-loan appli- 
cations totaling about 70 million dollars. 
Some 30 of the applications have been ap- 
proved, involving commitments of about 
20 million dollars. This is a trifling volume 
compared with that of World War II, even 
at the outset of the earlier program. We 
were then in the middle of the war, there 
were 40 billion dollars in war contracts out- 
standing, and war work represented about 
50 per cent of national production con- 
trasted with an estimated seven per cent 
in 1951. 

Nevertheless, while the current demand 
for V-loans is getting off to a slow start, it 
can be expected to quicken under the in- 
tensified national emergency program, and 
banks do have an obligation to make sure 
that defense production does not suffer 
from lack of financing. 

The panel discussion undoubtedly helped 
to bring banks up to date on the specialized 
V-loan problems involved. 
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Answers to some of the bond portfolio questions 


commonly asked a city correspondent by 
small or medium-sized banks 


~ Framing a Fleuble 
DANK UMVESTMENT PROGRAM 


HIS article is the result of a talk 

which I gave in September at an 

Investment Seminar of the New 
York State Bankers Association. In 
preparing this subsequent article I have 
endeavored to think of the investment 
problems of a commercial bank in 
terms of certain general but funda- 
mental questions which continually 
arise. It would appear that a state- 
ment of those questions, plus an at- 
tempt to answer them, might prove to 
be a helpful manner of crystallizing an 
approach to the decisions which face 
investment officers. 

As a framework for the question and 
answer approach I have visualized the 
officer of a small or medium-sized bank 
who is familiar in general with the 
problems of his institution but who 
seeks the assistance of his city corre- 
spondent in “‘re-examining” the bank’s 
investment policies. Using this ap- 
proach the queries which might be 
raised by the visiting banker, as well 
as the answers suggested by the city 
correspondent, might be along the 
lines of the following general pattern. 

Question: What do you regard as 
a desirable starting point in the build- 
ing up of an investment approach? 

Suggested Answer: It must be rec- 
ognized that the bank’s securities are 
called upon to perform two quite 
separate and distinct functions. The 
first function is to provide proper 
liquidity against falling deposits or 
rising loan demand. The second func- 
tion is to provide a reasonable earning 
power on those funds not needed for 
liquidity and not being loaned to 
customers. 

The liquidity fund, or Secondary 
Reserve, must necessarily be made up 
of short-term securities, while the bal- 
ance available for investment pri- 
marily for income will undoubtedly in- 
clude some issues of intermediate or 
longer maturity. 

The starting point, therefore, is to 
determine the extent of the bank’s 
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liquidity needs and to allocate to the 
Secondary Reserve an adequate but 
not an exaggerated amount of se- 
curities. 

Question: What formula do I use 
to compute the size of the Secondary 
Reserve? 

Suggested Answer: Unfortunately, 
there is no set formula as the answer 
not only will vary for each bank but 
also will depend upon changing condi- 
tions. However, the protection you 
are seeking is primarily against falling 
deposits. Hence, you might start by 
studying deposit trends on the na- 
tional level as they affect the banking 
system as a whole, and you might then 
study the local factors peculiar to your 
own situation. 


Looking at the national level, two 
factors which might act to reduce de- 
posits are the recent tendency of gold 
to leave the country and a possible 
tendency for currency circulation to 
increase. The movement of deposits 
as affected by loans is difficult to gauge 
because the loan total is so high at 
present that it may show some normal 
declining tendency in the early part of 
1951. Speaking generally, however, 
loans will probably remain in a rela- 
tively high area during the period of 
high business activity resulting from 
heavy armament expenditures. 

From a somewhat longer range view 
deposits may be most affected by in- 
creased investment holdings both in 
the commercial banks and in the Fed- 
eral Reserve Banks due to the probable 
necessity of deficit financing in connec- 
tion with the armament program. 
Thus on balance the trend of deposits 
nationally would seem to indicate not 
too much chance of a substantial de- 
cline but a reasonable chance of some 
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Conferring on a portfolio problem: James Ireland, Investment Officers G. L. Crittenden and 
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COMPARATIVE YIELDS OF SELECTED ISSUES AS OF THREE DATES 
























YIELD 
Per Cent 
2.00 
1.80 
1.60 
1.40 
1.20 
1.00 
-80 
two 
de- -60 
sold 
‘ible .40 
| to 
sits 
luge -20 
1 at 
‘mal 
rt of 
ver +~- e  SaS  Se ee e  e  e 
: Call Date 
rela- 
d of To spot shifts in the attractiveness of various government issues, a continuing study of yield curves is recommended 
rom 
In the article, Mr. Pruyne uses the three examples in the chart to illustrate market changes 
view 
y in- | growth in the period ahead. cause of being unduly inflated. unless the differential in yield (espe- 
h in This does not mean that your own Also, the Secondary Reserve must cially the yield after taxes) is fully 
Fed- § situation will necessarily follow this take care of any anticipated increase in adequate to compensate for greater 
able national trend since local factors, such loans in case you estimate that such credit risks, greater market risks, and 
inec- §@ as dependency upon one industry, an increase will not be more than offset decreased marketability. We will also 
ram. § may cause seasonal or special swings by increased deposits. And, should assume that those differentials may 
osits § differing from the trend of the country reserve requirements be raised, your not be adequate at a particular time 
» nol & asa whole. It might be well to analyze Secondary Reserve should be large and therefore will limit our present dis- 
| de- your larger accounts to see whether enough to enable you to meet the in- cussion to U. S. Government issues. 
some present balances are vulnerable be- crease without selling longer-term This leaves us facing the one major 
bonds. problem of a desirable maturity dis- 





™ — 
us theBcons of a “short position’’ 





n and 





Mr. Pruyne talking ‘‘yields’’ with a visiting 
banker 
























Jani ary, 1951 





After studying the various factors 
and making proper provision for them 
in the Secondary Reserve, it would be 
well to allow for a margin of error or 
for what might be called the unknowns 
of the situation. After all, the study 
of the various elements involved is 
primarily a matter of estimates rather 
than an exact science. 

If the Secondary Reserve fulfills its 
function of providing all needed liquid- 
ity, the residual part of your securi- 
tiés, which we can describe as your 
Investment Account, will remain rea- 
sonably constant in size. 

Question: To help start my think- 
ing with regard to this Investment Ac- 
count, what types of bonds do you sug- 
gest and particularly what are your 
suggestions with regard to maturities? 

Suggested Answer: We will assume 
that your bank adopts the principle of 
not leaving the field of government 
securities for other investment media 


tribution. Liquidity has been cared 
for by the Secondary Reserve and 
therefore your bank has a right to seek 
in its Investment Account the objec- 
tive of a reasonable income consistent 
with safety of principal. 

However, the search for reasonable 
income should be regarded as a long- 
range, rather than a short-range, quest. 
If you were to seek maximum income 
as of any one moment, you might be 
led into the purchase of nothing but 
long-term bonds at relatively high 
prices and low yields. You would have 
obtained the maximum yield as of the 
date of purchase. Later, however, you 
might find yourself locked into these 
low-yielding long-term bonds with no 
chance of averaging down in price and 
up in yield in the event those bonds 
declined. Therefore, the objective in 
the Investment Account is to seek 
reasonable or relatively good income 
See BANK INVESTMENT PROGRAM—Page 67 
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This bank, uniquely dedicated to community service. 
has a definite program for developing staff 
members for future leadership 


4 MANAGEMENT CHALLENG 
(o Country Banking 


By CHARLES W. REINKING 


President and Chairman of the Board, Exchange Bank, 
Santa Rosa, California 


HEN I took over the presidency 

of our institution two years ago, 

it not only brought some new 
problems in bank management but 
carried with it a definite trust, a chal- 
lenge and a great responsibility, all of 
which would affect the lives of many 
people over future years. For it meant 
carrying out the unique provisions 
made in the will of the late Frank P. 
Doyle, who had wisely guided the 
destinies of the bank for 58 years, and 
who expressly provided: This bank 
shall be operated for the benefit of this 
community as an independent bank. 

One of the greatest of my responsi- 
bilities is the continuance of the bank. 
How else can this be accomplished 
other than through the building of 
succession in good, sound manage- 
ment? Management is a word we 
hear so often and which has so many 
interpretations placed upon it. Look 
it up in Webster’s and you will find it 
means “‘to manage” and “‘to manage” 
means “to direct,” which in turn means 
“to guide.” It is not defined as “‘to 
do.” 

In recent years I have been quite 
concerned to note the ending of so 
many old-line, independent private 
businesses, including banks. One by 
one they have gone, merged into some 
large chain of this or that system. 
When the question is raised as to why 
these concerns lost their independent 
status, nine times out of ten the reason 
is given as “lack of management.” 
We have heard it said so often, some- 
thing like this: ‘The president passed 
away, and there was no one strong 
enough in the organization to take 
over.”” In those cases, there was no 
obvious lack of management before 
that president passed on. 

I do not wish to seem too critical 
of those dominant leaders who have 
built up their successful businesses, 
yet in too many instances they grew 


34 














7v"y 





i 


More than half of the bank’s stock is in a trust fund, wherein most of the income is used to 
provide scholarships. Here Mr. Reinking is conferring with another trustee of the fund, Mrs. 
Evelyn Doyle Basso, who is also director of the bank 


The controlling owner of Exchange Bank provided in his will that it 


to feel they were absolutely indis- 
pensable and persisted in doing those 
things which should have been guided. 
All of us can cite examples of successful 
companies, even great businesses, 
where the top executives will not dele- 
gate authority to their department 
heads or specialists in their fields. This 
type of executive feels he can do a 
better job of it himself, and in some 
cases he can, but what happens when 
he doesn’t come to work some morning? 

But before discussing the application 
of our management policies, perhaps I 
should present a brief picture of our 
community and its bank setting. 
Santa Rosa, with a population about 


25,000, is the county seat of Sonoma 
County, the marketing and distribut- 
ing center for a prosperous dairying 
and farming area. Since 1940 both 
the county as well as Santa Rosa have 
doubled in population. 

Santa Rosa has three banks. The 
Exchange Bank, founded in 1890 with 
resources of $120,872, has had three 
presidents during its 60 years of exist- 
ence. It has grown to have total re- 
sources of $21,643,766.59 as of Novem- 
ber 9, 1950, a gain of over $3 million 
for first ten months of this year. We 
have 52 employees. Our head office 1s 
located in the heart of town, on Fourth 
Street across from the plaza and the 
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There is a daily consultation on loans and administrative matters, with officers and department heads participating* 


To build future leadership for the bank, Mr. Reinking emphasizes “‘co-operative management”’ 


President Floyd P. Bailey of Santa Rosa Junior College, shown here with a group of students, is 
happy over the fact that nearly $18,000 was available last year for scholarships through the 
bank’s trust fund 


ys be operated for the community’s benefit as an independent bank 


county court house. Across the street 
from us are the branch offices of the 
Bank of America and the American 
Trust Company. 

My primary responsibility is to build 
men for succession in management. 
In our operations we have adopted a 
form of daily consultation which I 
would like to call co-operative man- 
agement. Every morning for one hour, 
from nine to ten, the administrative 
officers and department heads meet 
around the board table, with the 
pres:dent acting as the chairman and 
mocerator. The first part of the ses- 
sion is given over to the loan com- 
mitice, which brings before this body all 
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new applications for credit, excluding 
personal loans and contracts. Each 
lending officer participates in the 
decisions. 

The second section of the meeting 
deals with administrative matters, 
where the bank’s complete operations 
are unfolded. Up for discussion is the 
bank’s balance sheet—its problems, 
its earnings, and all those phases of 
operation which serve to keep these 
men well informed at all times. Each 
man serves as a counselor to the others 
and has his say. No holds are barred. 
Each officer and department head 
knows he is on the bank team and in 
the execution of his position must co- 


ordinate with the plays. If he should 
fall short he soon knows or will be 
informed there are substitutes waiting 
on the bench who are eager to play. 

All bank policies are laid down by 
the president working in conjunction 
with the board of directors, of which 
he is the chairman. Afterwards the 
officers and administrative department 
heads are given a free hand in using 
their own judgment in executing and 
carrying out these policies. 


THE president’s small office is to the 

left of the doorway leading into the 
bank lobby, and the open door policy 
prevails. Here I see many people 
daily, but make no loans. When 
somebody comes in to discuss a loan 
situation, I always call the proper lend- 
ing officer, who tactfully takes the 
applicant over to his desk. The officer 
makes no loans unless they have been 
approved by the loan committee, ex- 
cept for previous borrowers. On anew 
application the officer obtains the in- 
formation required by the loan com- 
mittee and brings it to the meeting 
next morning. All new obligations or 
extensions of credit or borrowings over 
the line previously granted are given 
a one-day service. 

In communities like this many 
people want to go to the head man to 


*Left to right: Dave Amos, manager, Wind- 
sor branch; Edwin Wright, assistant cash- 
ier and manager, operations division; John 
E. Gaspari, assistant cashier and manager, 
Roseland office; R. A. Le Baron, cashier; 
M. I. Albertson, vice-president; R. D. Fry, 
vice-president; Charles W. Reinking, presi- 
dent; Miss Beverly Toggi, secretary; J. C. 
Lemon, assistant cashier, contract depart- 
ment; Howard R. DeSelle, assistant cash- 
ier, contract department; Gordon S. 

Husby, controller 
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The main office of Exchange Bank is located in the highly concentrated downtown area 
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First of two new drive-in offices with parking facilities. 
the installment loan department will be shifted to it from the main office 
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When the second is completed, 


A decentralization program is now in process 


discuss their loan problems. If that 
head accepts this responsibility it be- 
comes a tremendous burden, and he 
fails to build and develop his men. It 
is always so easy for heads of institu- 
tions so burdened to neglect to obtain 
vital credit information and base their 
decisions more upon the fact that they 
have known the applicant or his family 
for some time. 

We have tried sincerely to make clear 
to those people seeking personalized 
credit that they may need credit 
badly some day and their favorite 
officer may not be there. This policy 
we have adopted will give customers 
far better service when they realize 
they are dealing with the institution, 
rather than some individual. The 
bank’s record will reflect at all times 
the customer’s right to credit. or serv- 
ice, as the case may be, regardless of 
what officer handles his application. 

In ownership this bank stands in a 
unique position, as the controlling 
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interest is held in perpetuity by the 
Doyle Trust. The late Frank P. Doyle 
had a great affection for this com- 
munity. In his will he provided that 
this bank could never be sold to out- 
side interests but would always be 
maintained as an independent bank 
and operated for the benefit of this 
community. In creating the Doyle 
Trust to carry out this purpose he also 
generously gave away 5,039 bank 
shares which had been his personal 
property —or more than half the bank’s 
capital stock—valued at the time at 
$629,500. The annual dividends de- 
rived from this stock amount to $20,- 
000 a year or better, depending upon 
conditions, and the major portion is 
used to provide scholarships for worthy 
young men and women students at- 
tending Santa Rosa Junior College. 
The Doyle Trust is administered by 
a board of three trustees who are also 
directors of the bank, consisting of 
Mrs. Evelyn Doyle Basso, a niece of 


the late Frank Doyle; Spence J. Dicix- 
son, an engineer; and the writer serving 
as chairman. Aside from payment of 
one modest bequest, these trustees 
turn over the income derived from this 
bank stock to the board of trustees of 
Santa Rosa Junior College, who in 
turn have the entire responsibility for 
awarding scholarships to deserving 
students. 

This Trust became effective during 
the latter part of 1949. It is estimated 
that the funds available for scholar- 
ships from 1950 operations will ap- 
proximate $18,000. By the end of 
December, 1950, more than 100 stu- 
dents had been financed through 
these scholarships. In future years, 
as the bank progresses, so will the 
scholarship fund grow to help educate 
young men and women who attend 
college here in Santa Rosa. 


GEVERAL different interpretations 

could be placed upon Mr. Doyle’s 
expressed desire that the bank be 
operated for the benefit of the com- 
munity. However, I have interpreted 
his wishes in this broad way: Any- 
thing that is of vital interest to the 
community, that will play some part 
in building the community or advance 
the happiness or welfare of its people 
should be wholeheartedly supported 
by the bank. Therefore, plans have 
been made to support such activities, 
both with financing as well as man- 


, power supplied from members of the 


bank staff and its officers. This policy 
applies particularly to such organiza- 
tions as the Camp Fire Girls, Boy 
Scouts, Girl Scouts, Future Farmers 
of America, the 4-H Clubs, the sym- 
phony orchestra, the service clubs, and 
any other organizations that deal with 
the building of men and women and 
the boys and girls. 

Our local newspaper advertising 
space is frequently used to promote 
civic events which we believe are of 
worth-while importance to the com- 
munity. When some new business or 
organization comes to town, we show 
the pictures of its officers and directors 
and tell something of what this enter- 
prise means to the community. 

Each new customer who opens an 
account with us receives a_ personal 
letter signed by the president. This 
attention is particularly appreciated by 
the newcomers to the community. 

Like so many other county seats and 
communities of comparable size, the 
business district of Santa Rosa 1s 
highly concentrated in the downtown 
area. Our community has grown s0 
tremendously since 1940 that a serious 
parking situation has resulted, along 
with considerable traffic congestion. 
A careful survey indicated that many 
bank customers had to park ten Or 
twelve blocks away, causing long de- 

See A MANAGEMENT CHALLENGE—Page 70 
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Efforts to reeover a $1,000 check 
turn into a ghostly adventure 





HE vault was closed for the day 

when a long screech jumped out 

of the Ferndale National Bank’s 
telephone. 

Director Clutchbill, who had put on 
his hat, took it off again and hung 
poised in the front office. 

Willie Dexter, the teller, picked up 
the rattling instrument, absorbed an 
earful, and began frantically motioning. 

Mr. Clutchbill scuffed rapidly to the 
phone and connected an ear to the loud 
voice whooping out of the receiver. 

“It’s Abraham Neff, I keep tellin’ 
yuh. Ain’t this the bank? Ain’t any 
one listening? Where’s Clutchbill?” 

“Right here-e-e!”’ 

“Did you send that $1,000 check, or 
didn’t you?” 






























January, 1951 


Ih. CLUTUBILL 


Stops Favment at Mhdnroht 


By 
FRED COPELAND 


““Of course we sent it.” 

“T knew it...I knew it! I'll bet 
it’s been pinched right out of my mail 
box. Stop payment on it, do you 
hear?” 

“We can’t stop payment on it un- 
less we’re certain some crime is hitched 
to it. It’s a draft on our city corre- 
spondent, the vault is closed, and we 
don’t know even its number.”’. 

“Crime ... crime? This place is 
loaded with crime. Have I got to go 
into the bush with a gun, or are you 
going to stop payment on that check?” 


A ghostly skiff suddenly appeared . . . erect in the bow stood a white figure 





“It isn’t established it’s been stolen 


yet, I tell you. Maybe I’d better try 
to get up there before dark.” 

“You’re dead right, you better. 
None of us will ever see that check 
after dark, or maybe me either.” 

Cashier John Atwood began settling 
slowly in his desk chair again. 

“Did I hear you say ‘crime’?” he 
asked. 

“Looks like a coming murder,” 
voiced Mr. Clutchbill quickly. “It’s 
Abe Neff who moved up to his new 
farm on the lake. Call up Director 
Spearhawk and tell him to meet me 
with his car at my house in two 
minutes. Don’t say anything about 
a murder.” 

Mr. Clutchbill rummaged in John’s 
desk drawer and plucked out the bank’s 
45 Single Action Colt’s. Crowding 
it into a side pocket, he let himself 
hurriedly out. 

It was not long afterward that 

Director Spearhawk’s ancient black 
sedan lumbered up beside Mr. Clutch- 
bill’s cottage, and the old director him- 
self was seen coming down the walk 
with a ten-power telescope under his 
arm. 
“‘What’s all this about?’’ demanded 
Mr. Spearhawk pushing open the door 
and eyeing the telescope with his 
small, wizened face. 

““We’ve got to track down a $1,000 
check sent Abe Neff up on the lake, if 
we can get there before he gets killed. 
We'll probably be out all night.” 

“You can... I’ll stay in the car,” 

See MR. CLUTCHBILL—Page 71 
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checks talk too... 


A check talks of two things. It says, “obligation met.” And it speaks 
rather pointedly of the writer's character and business standing. Bankers 
from Coast to Coast appreciate.the significance of quality in the checks 
issued for their customers use. This understanding is reflected in the 
tremendous circulation of checks lithographed on La Monte Safety 
Papers. Your lithographer will gladly show you samples or we'll send 


them on request. 


A Check Paper All Your Own 


Thousands of banks and many of the larger corporations use La Monte 
Safety Papers with their own trade-mark or design made in the paper 
itself. Such 1nprviDUALIzED check paper provides maximum protection 
against both alteration and counterfeiting—makes identification positive. 
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WASHINGTON VIEWPOINT 








Legislative Outlook 


As the 81st Congress went into his- 
tory, with it went some important 
legislation affecting banks and other 
financial institutions. 

Some of this legislation will be re- 
introduced, principally the bank hold- 
ing company bill, Senator Burnet R. 
Maybank (D., S. C.), chairman of the 
Senate Banking and Currency Com- 
mittee, declared. 

Extensive hearings on bank holding 
company legislation were held as early 
as March, 1950, but the bill was never 
placed on the Congressional Calendar 
in the waning days of the 81st Con- 
gress, which was occupied principally 
with defense legislation. 

The original bill was introduced by 
the Senate Banking Committee at the 
request of the Federal Reserve System 
and it is believed it will be again 
introduced either by Senator Maybank 
or Senator A. Willis Robertson (D., 
Va.). 

Another measure which has strong 
banking support and which also died 
in the last session is a bill to amend 
Section 5219 of the Revised Statutes 
of the United States which relates to 
the taxation of national banks by the 
States. 

C. Francis Cocke, vice-president of 
the American Bankers Association and 
chairman of the federal legislation 
committee, testified at hearings last 
July and offered certain amendments 
to the bank-tax bill. Francis H. Beam, 
vice-president of the National City 
Bank of Cleveland, also testified. 

Mr. Maybank said that the House- 
Senate Committee created under the 
Defense Production Act of 1950 will 
continue to explore the effects of 
Regulation W on the economy. 

However, most of the work of the 
Senate Banking Committee will be 
confined to a small number of subjects 
in the coming months because of the 
pressure of other duties of committee 
members. 

High on the agenda is the possibility 
o! the re-examination of the question 
o! interest rates, a subject of contro- 
versy between the Federal Reserve 
Board and the Treasury Department. 

Mr. Maybank believes that a “look 
see” into this important subject may 
lay the groundwork for new develop- 
ments in the defense program financ- 
ing, which looms of extreme importance 
in these critical times. 


January, 1951 


By N. P. GREGORY, 


Washington Correspondent 


The Senate Banking Committee will 
also re-examine the Federal Reserve 
System with regard to bank credit. 
Thomas B. McCabe, chairman of the 
Federal Reserve, conferred with the 
Senator before making his important 
A. B. A. speech in Chicago last month, 
in which he warned that the Reserve 
System may be forced to adopt -new 
regulatory measures to control the 
expansion of business loans. 

The speech served as a warning that 
the Reserve System and Congress 
agree that if voluntary controls do not 
work during these critical days, man- 
datory controls may be needed. 

Bankers themselves have complained 
that the present system under which 
they have been merely asked not to 
make inflationary loans does not work 
very well because opinions differ on 
which loans are inflationary. 

Mr. McCabe believes that a “‘code”’ 
could be adopted by the nation’s 
bankers, defining inflationary and 
non-inflationary loans, as a working 
basis. 

In this connection it should be em- 
phasized that Attorney General J. 
Howard McGrath, is “warmly” sup- 
porting the code idea. 

The House Banking and Currency 
Committee is expected to go along 


with the legislation and proposals 
which are being re-examined by its 
Senate counterpart. It is too early, 
however, to forecast the fate of much 
of the legislation. 


o o ¢ 


Proposed “V°’ Change 


A sharp hike in the ““V”’ loan guaran- 
tee program will be approved by the 
82nd Congress, according to Senator 
Burnet R. Maybank, chairman of 
the Senate Banking and Currency 
Committee. * 

Present plans call for an increase in 
the current program of $1,600,000,000 
authorized by the last session of 
Congress to possibly $4,000,000,000. 
The “‘V”’ loan program, similar to that 
of the Second World War, was author- 
ized under the Defense Production 
Act of 1950. 

Mr. Maybank said that the addi- 
tional expenditures authorized by 
Congress make it necessary for an 
increase in the loan guarantee. 

At the same time, sentiment is 
growing for an amendment to the 
Defense Production Act regarding ““V”’ 
loans in order to obtain maximum 
participation of private lending institu- 
tions in financing the defense program. 








* * * 
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results from the selection 
of a banking and trust 
company fully adequate 
and experienced in main- 
taining complete cor- 
respondent services. 
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ability . . . receive the 
maximum in efficiency. 
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Suggestions have been offered to 
amend the Assignment of Claims Act 
of 1940. The Assignments Act was 
originally approved by Congress to 
facilitate private financing of the 
defense program of that time. 

Under that act banks were enabled 
during the Second World War to 
negotiate and handle financing ar- 
rangements on government contracts 
at the local level. As a result, the 
Armed Services were relieved of a 
substantial part of the large amount 
of accounting detail incident to supply- 
ing working capital to contractors 
through advance or progress payments. 


Specifically, the amendment is neces- 
sary due to a ruling of the Comptroller 
General of May 17, 1949. Under that 
ruling, where any bank or lending 
institution takes an assignment of 
moneys due under a production con- 
tract and the contract is subsequently 
reduced by renegotiation, the assignee 
can be held liable for the overpayment 
even though in the meantime the bor- 
rower may have gone out of business. 

The proposed amendment to the 
Assignment Claims Act of 1940 fol- 
lows: 

*‘Any contract which may give rise 
to a claim assignable under this Act 
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ASSETS 


Cash on Hand and in Banks, including Bank of 








is ee ace ee a es oe, coh Weoghni-kh ay 414 $ 90,777,758 
Government and Other Securities................... 169,862,508 
re anak awe s ne used ade ae Caine eee 15,580,545 

$276,220,811 








Commercial Loans and Discounts................... 175,443,054 
eee ita lle edi fates We beret ata NS 6,878,758 
Liabilities of Customers under Acceptances, Letters 
of Credit and Sundry Other Assets............... 12,544,860 
INE <s 6-4.559-3tas. baw died Pare Mads eo eie Hanes $471,087,483 









RET TREE AE ATE Se $425,872,353 






EPS eee ee Tee 13,648,058 
Letters of Credit, Acceptances and Sundry Other 
ad cane cedbeia Laem ereds Pav ET STE 13,055,688 
$452,576,099 
eT er ree $ 7,000,000 









ne i ree 11,000,000 
Undivided Profits....................05- 511,384 $ 18,511,384 
I IIEIR. 6.05.05. eoeSeens heeeebanes avenes $47 1,087,483 




















A COPY OF OUR ANNUAL REPORT BOOKLET WILL BE SENT FREE ON REQUEST 


° 








Sd 
Branches and Correspondents across Canada 
London, England, Branch: 3 King William Street, E. C. 4 


NEW YORK AGENCY: 49 WALL STREET 
A. W. RICE, Agent 


R. G. HOGG, Assistant Agent E£. A. QUACKENBUSH, Assistant Agent 



























40 








may provide that payments to an 
assignee of any claim arising under 
such contract shall not be subject ‘o 
reduction or set-off, and such provision, 
or one to the same general effect, 
means (1) that such payments shell 
not be subject to reduction, set-o', 
recoupment, recapture, or any right of 
recovery for any indebtedness or 
liability of the assignor to the United 
States or any department or agency 
thereof, arising independently of such 
contract; and (2) that any payments 
which shall have been made to an 
assignee under contract shall not be 
subject to recoupment, recapture, or 
any right of recovery for any indebted- 
ness or liability of the assignor to the 
United States or any department or 
agency thereof, arising from or inde- 
pendently of such contract, including 
those resulting from renegotiation, 
price adjustment (including price revi- 
sion, price redetermination, or escala- 
tion), or for taxes, social security 
contributions, or the withholding 
thereof.” 


o 7 


Defense Housing Bill 


Senator Burnet R. Maybank has 
indicated that the Senate Banking 
and Currency Committee will intro- 
duce a defense housing bill, patterned 
closely after World War II legislation 
and designed to handle housing needs 
only in areas specifically designated as 
eligible under the Defense Production 
Act of 1950. 

Working closely with the Housing 
and Home Finance Agency, the Senate 
Banking chairman is expected to put 
in the legislative hopper a bill calling 
for housing insurance exceeding $1,000,- 
000,000. 

The new housing program, which 
runs contra to Regulation X under 
which the government is curbing new 
housing through stiffer down payments 
and shorter pay-off periods on home 
purchases, will include government- 
insured loans for privately financed 
defense building. 

The Maybank measure is also ex- 
pected to provide authority for direct 
federal building of housing for defense 
workers if the private program proves 
inadequate. Stand-by legislation was 
in the draft stage even before the 82nd 
Congress convened this month. 

Raymond Foley, HHFA adminis- 
trator, said: “It is obvious we must 
be prepared at least with stand-by 
proposals for the consideration of the 
new Congress so that we can be ready 
to go into action if needed, to meet 
defense housing situations promptly 
and adequately.” 

A case in point is the decision of the 
Atomic Energy Commission to con- 
struct a new atomic plant in the Aiken, 
South Carolina, area. 

The Maybank measure will proba- 
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High-speed recorder. Three reduc- 
tion ratios available. Photographs 
fronts and backs of documents side 
by side on 16 mm. film, or at the 
flick of a switch, converts to 8 mm. 
photography of fronts only up one 
side of the film and down the other. 


less time, with Burroughs Microlilming 


Sure, your bank is probably using microfilm... 
taking advantage of its protection, economy and 
convenience. But to what extent? 


How about the records that safeguard the inter- 
ests of your stockholders and of your employees 
. . . that define the structure of your bank as a 
going concern... that detail the obligations to 
depositors and trust department customers? 
Where would you stand if these records were 
destroyed or seriously damaged? 


Microfilming a// important records for protec- 
tion, as well as for economy of storage space and 
convenience of reference, is just good practice in 
any business. 


Your Burroughs representative will be glad to 
show you how it can be done, quickly and 
economically, with the finest in modern micro- 
film equipment—built by Bell & Howell to main- 
tain a tradition of leadership in fine photog- 
raphy. Why not call Burroughs today? 
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Always out 


«+.» when you need one! 


e Mr. Dodd is doggone disgusted. 

The Home Office wired that the new 
price lists must go out tonight—and 
there isn’t enough postage in the office 
to cover the list! So instead of stopping 
at the mailbox, Mr. D. or his secretary 
will have to trek down to the postoffice 
in the rain, for stamps . . . Such 
occasions try men’s souls—and make 
enthusiastic users for the DM. 


@ The DM is the newest and smallest 
postage meter . . . little larger than 

a desk phone. But it prints postage, 
any amount needed, for any kind of 
mail, directly on the envelope, with a 


. PITNEY-BOWES 


Postage 
~ Meter 


World’s leading makers of 
mailing machines . . . offices in 
93 cities in the U. S.and Canada 


dated postmark. And a small 
advertisement, if you like. 

Has a built-in sealer for moistening 
envelope flaps. Even handles parcel post. 


e The convenience of always having 
the right postage available . . . the 
efficiency of metered mailing—has sold 
thousands of small businesses, 
including banks, last year. 


@ There’s a postage meter model, 
large or small, for every bank. 
Ask any Pitney-Bowes office 

... or send the coupon! ) 


PITNEY-BowkEs, Inc. 
3164 Pacific St., Stamford, Conn. 
Please send for free booklet on the DM. 


Name 


Firm _ 


Address 





















bly include a loan insurance section 
totaling about $1,000,000,000, while 
the direct building allocation will be 
somewhat between $500,000,000 and 
$1,000,000,000. 

Mr. Foley conferred with Mr. Mav- 
bank and Representative Brent R. 
Spence (D., Ky.), chairman of the 
House Banking Committee, on the so- 
called “‘stand-by” plans of his agency. 


o ¢ o 


Treasury Financing 


Heavy undersubscription to the 
Treasury’s 134 per cent offering of 
five-year notes, indicates that some 
changes must be undertaken in future 
financing to bolster the Treasury’s 
fiscal position in view of the heavy 
needs of funds to underwrite the 
expanded defense program. 

Treasury officials, representatives of 
banks, insurance companies and the 
Federal Reserve System are expected 
to confer shortly to work out a new 
program to assure continuous success 
of fiscal operations. 

The Treasury could develop only an 
86 per cent subscription to its $8,008,- 
101,500 recent offering of 134 per cent 
bonds. 

Ordinarily, the Treasury has takers 
for about 94 per cent of the new securi- 
ties it issues in exchange for maturing 
obligations. 

The new issue of 134’s was offered 
in exchange for $2,635,433,500 in 114 
per cent 5'%-year bonds maturing 
December 15, 1950, and $5,372,688,000 
in 1% per cent one-year certificates 
maturing January 1, 1951. 

Holders of $1,156,665,500 of the 
maturing securities preferred cash to 
exchanging in their old holdings for the 
Treasury’s new issues. Cash-ins totaled 
$320,729,500 in the maturing bonds, 
$835,936,000 in the maturing certifi- 
cates. 

One of the reasons for the heavy 
undersubscription of the new issue of 
134’s was the fact that large blocks of 
the old securities, especially the 1} 
per cent certificates of indebtedness, 
were held by corporations which were 
not interested in accumulating an in- 
vestment with a term as long as that 
offered by the Treasury. 

It was also evident that some cor- 
porate investors were not moved to 
sell their holdings before maturity al 
the slight fractional premium price 
above par offered by the Federal 
Reserve System during the exchange 
period. 

Banking circles further estimated 
that the central banks acquired more 
than $2,700,000,000 of the new notes 
by turning in for exchange a like 
amount of the maturing certificates 
and 1% per cent bonds which the 
Federal Reserve bought in the open 
market during the two weeks preceding 
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“Today is tomorrow’s yesterday” —the things you 
ifi- do today will affect the position and operation 

of your bank for years to come. 

a Choosing a correspondent, for instance. 

. If your bank is growing or is liable to face new 

As problems in the next ten years, you’ll want a 

ane correspondent with the experience, the facilities and 
in- the capital to handle anything 

hat that MIGHT come up. 

-Or- That’s why we would like to talk to you about 

| ne the services of the Philadelphia National. 

ro Then we can get to know you and we'll be 

eral ready to best serve your interests — 

nse whenever they may arise. 
ted Isn’t that YOUR idea of good banking? 
ore ° 
otes 


like 


ates THE PHILADELPHIA NATIONAL BANK 


the Organized 1803 PHILADELPHIA 1, PA. 


pen Member Federal Deposit Insurance Corporation 
jing 
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PUNCHES sheets and covers of any size 
or weight, quickly, accurately 


BINDS up to 250 books an hour with 
colorful GBC plastic bindings 


‘BIND THIS MODERN WAY 
right in your own OFFICE 


Add prestige and attention com- 
pelling appearance to propos- 
als, reports, statements quickly 
...@asily...economically with 
GBC portable plastic binding 
equipment.* Pages turn easily 
...lie flat. Also binds customer 
imprinted checkbooks—-a new 
on-the-spot service used enthu- 
siastically by leading banks. 
Complete GBC equipment costs 
less than a typewriter. Anyone 
can operate. 
*PATENTS PENDING 
SPECIAL TRIAL OFFER 
+ memo | Send today for information 
FREE and 2 handy pocket memo 
books bound on this equip - 
ment. No obligation. 
General Binding Corporation 


808 W. Belmont Ave., Dept. BCH-1 
Chicago 14, Ill. 
































December 15, 1950. 

While Treasury officials were not 
alarmed at the fact that only 86 per 
cent of the issue was acquired by 
investors, nevertheless the fact re- 
mains that greater emphasis must be 
placed on the successful financing of 
new obligations. 

Some authorities are considering the 
use of a long-term issue for insurance 
companies and other institutional in- 
vestors in the near future. Of course, 
it is too early to predict how heavy the 
spending will be in the next 18 months. 
Much depends on the speed with which 
the Federal Government moves to re- 
convert key industries to defense. 


+ 4 


Regulation W 


Senator Burnet R. Maybank ex- 
presses the belief that Regulations W 
and X should be under constant study 
in order to remove any inequities that 
may crop up. 

Mr. Maybank, chairman of the 
joint House-Senate “watchdog”’ com- 
mittee set up under the Defense 
Production Act of 1950, made this 
statement after concluding four days 
of open sessions during which witnesses 
attacked and defended Regulation W. 

One of the suggestions Mr. Maybank 
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YOU OBTAIN 








——> For 33 years we have been doing more than obtain profit- 
able new checking and savings accounts. We obtain new CUS- 
TOMERS for banks. Customers who soon use additional bank 
services—such as loans and safe deposit boxes, yes, even trust 


> ThriftiCheck personalized checking accounts provide one 
‘doorway’ for the entrance of new customers. Solicited savings ac- 
counts provide another ‘doorway’. Once they are your customers, 
MANY COLLATERAL BENEFITS, almost 
without effort on your part. 


> May we explain how, without investment by your bank, 
you can obtain NEW CUSTOMERS and these PLUS VALUES? 


BANKERS DEVELOPMENT CORPORATION 
31 Nassau Street, New York 5, N.Y. 


REctor 2-7580 






























































put forth was the so-called “certificate 
of necessity”’ to exempt defense work- 
ers from the credit restrictions adopted 
under Regulation W governing down 
payments and period payments on 
new automobiles. 

The Senator believes that defense 
workers living great distances from 
plants should be given much more 
liberal terms to purchase automobiles 
since they are an absolute transporta- 
tion necessity. Mr. Maybank had in 
mind workers in Texas and California. 

During the four-day hearings, the 
joint committee heard Thomas W. 
McCabe, chairman of the Federal 
Reserve Board, enter a vigorous de- 
fense of his agency’s Regulation W, 
through which curbs on installment 
buying of consumer durable goods 
have been effective in the last three 
months. 

Answering attacks from automotive 
dealers and others, who held the regula- 
tion was unnecessarily severe, Mr, 
McCabe said the board’s action was 
necessary to halt inflationary price 
advances and conserve scarce mate- 
rials needed for the defense program. 

Walter Reuther, president of the 
United Automobile Workers, C. I. 0O., 
charged that the Regulation W re- 
strictions were imposing a_ hardship 
upon working people. 

“The truth is,” Mr. McCabe said, 
“that Regulation W has helped rather 
than penalized the person of moderate 
low income.” 

° Sd + 


War Damage Corporation 


The House and Senate Banking 
Committees have voted to reactivate 
the War Damage Corporation, and 
Congress is expected to approve the 
bill speedily and send it to the White 
House for President Truman’s signa- 
ture. 

The measure permits the War Dam- 
age Corporation to provide insurance 
and reinsurance protection against 
property loss or damage resulting from 
enemy attacks. Under the House- 
Senate bill, the program would run 
through July 1, 1955, with WDC get- 
ting $1,000,000,000 of funds from the 
Reconstruction Finance Corporation. 

The bill stipulates that protection 
given by the War Damage Corporation 
would be available only in the conti- 
nental United States, the Canal Zone 
and United States territories and pos- 
sessions. The original measure gave 
the President power to make the insur- 
ance available “in such other places” 
as Mr. Truman determined to be 
“under the dominion and control of 
the United States.” 

The measure also makes it manda- 
tory that all insurance should be paid 
for. The old War Damage Corpora- 
tion, created after Pearl Harbor, 
offered some insurance free. 
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THE PERSONALITY SPOTLIGHT 








When Thomas H. Hawks suc- 
ceeded Edwin Allen Stebbins as 
president of 
the Roches- 
ter (New 
York) Sav- 
ings Bank, it 
was a case of 
the youngest 
man ever to 
head the local 
Savings in- 
stitution as- 
suming the 
post formerly 
occupied by 
the dean of 
Rochester bank presidents. 

Mr. Hawks, who is also treasurer 
of the Wollensak Optical Company, 
is 34 years old. He comes from a 
banking family, his grandfather hav- 
ing been associated with the Roches- 
ter Savings Bank for 30 years and his 
father, George Hawks, having served 
as president of the former Rochester 
Trust and Safe Deposit Company. 

After occupying the presidency of 
Rochester Savings Bank since 1927, 
Mr. Stebbins is now chairman of the 
board. 


T. H. HAWKS 


o 


First hat in the ring for the vice- 
presidency of the American Bankers 
Association in 
1951-52 be- 
longs to one of 
the nation’s 
best-known 
and most highly 
regarded rural 
bankers, Wil- 
liam Wilson 
Campbell, 
president of the 
National Bank 
of Eastern Ar- 
kansas, Forrest 
City. 

It is doubtful whether any finan- 
cial figure has been given more na- 
tional recognition during the past 
several years than this Arkansas 
country banker. His activities in 
taising the level of agriculture in his 
community were lauded by Reader’s 
Digest in November, 1947, and 
ortune magazine portrayed him as 
the representative country banker 
in its November, 1948, article titled 
“The Bankers.”” He was selected 
“Arkansas Farmer of 1949” and his 
ome town citizens designated Janu- 
ary 17, 1950, as ‘‘Will Campbell 
Day’’ with an all-day program and 
special ceremonies. 


W. W. CAMPBELL 


January, 1951 


There are few bankers, too, who 
have been as active in the American 
Bankers Association, his name hav- 
ing appeared on the ‘“‘official list” of 
that organization no less than 50 
times since 1942. He has been presi- 
dent of the National Bank Division 
and currently is serving his second 
term as chairman of the Agricultural 
Commission. He is also a member 
of the Credit Policy Commission, the 
Executive Council, the Government 
Borrowing Committee, the Commit- 
tee on Service to War Veterans, and 
the subcommittee on Agricultural 
Credits. 

His career with the National Bank 
of Eastern Arkansas is a success story 
in the best American tradition. Just 
out of business college, a lad of 20, 
he joined the bank as assistant book- 
keeper and by 1923 he had risen to 
the presidency. 

Says the executive council of the 
Arkansas Bankers Association in its 
candidacy resolution: ‘Will Camp- 
bell literally ‘has everything’ to 
qualify him for outstanding service 
eventually as chief executive of our 
great national association.” 


« 


Meanwhile the Iowa Bankers Asso- 
ciation has announced the candidacy 
of W. Harold Brenton for the 
A. B. A. vice-presidency next fall. 
Mr. Brenton is president of the 
Brenton State Bank, Dallas Center, 
Iowa, and has a wide variety of other 
interests. 

Making the announcement was 
J. H. Pullman, president of the lowa 
Bankers Association and vice-presi- 
dent, Fremont County Savings Bank 
at Sidney, Iowa. He declared: ‘‘We 
have known Harold Brenton all of 
his life and know he is eminently 
qualified to fill the office of which we, 
his friends, aspire in his behalf.’’ 

Mr. Brenton was a candidate for 
the A. B. A. vice-presidency last 
year but withdrew his candidacy be- 
fore the annual convention was held 
in New York City. 


« 


New board chairman of the Mal- 
den (Massachusetts) Trust Com- 
pany is Howard N. Flanders, who 
succeeds the late George H. Corey. 
Mr. Flanders is the son of the late 
Dana J. Flanders, who was both 
president and chairman of the board 
from 1923 to 1933. The new chair- 
man has been a director since 1924 
and has been associated with Boston 





banking and investment interests for 
the past 50 years. 


e 


Well-known John W. Remington 
has been advanced to executive vice- 
president and 
trust officer at 
the Lincoln 
Rochester 
Trust Com- 
pany, Roches- 
ter, New York. 
Raymond F. 
Leinen, who 
joined the bank 
45 years ago 
and has been 
executive vice- 
president since 
1930, had asked to be relieved of 
heavy responsibilities due to health 
reasons and has become vice-chair- 
man of the executive committee. 

Mr. Remington is the immediate 
past president of the A. B. B. Trust 
Division. As vice-president and trust 
officer he has been in charge of 
Lincoln Rochester’s trust department 
for 20 years, during which time the 
assets of that department have in- 
creased from about $48 million to 
nearly $220 million. 





J. W. REMINGTON 
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A third Kemper now heads a 
Kansas City, Missouri, bank as 
president. He 
is James M. 
Kemper, Jr., 
vice-president 
and director of 
Commerce 
Trust Com- 
pany, who has 
been named 
president of an 
associate insti- 
tution, the 
Stock Yards 
National Bank. 
His father, James M. Kemper, is 
president of Commerce Trust Com- 
pany, and R. C. Kemper, an uncle, 
heads the City National Bank and 
Trust Company. 

E. B. Bradbury, president of the 
Stock Yards National since 1944, has 
joined the Inter-State National Bank 
in Kansas City, as a senior vice-presi- 
dent. A similar transfer has been 
made by J. E. Powell, who retains 
the title of vice-president. 

James M. Kemper, Jr., entered the 
banking business in 1946 following 


J. M. KEMPER, Jr. 


49 









his release from the army. He 
started with the First National Bank 
of Independence, Missouri, but in 
1947 he joined Commerce Trust as 
assistant cashier, and last year he 
was elected a_ vice-president and 
director. He retains both these posts. 

Two other Commerce officials have 
joined the Stock Yards bank. B. M. 
Lamberson, assistant vice-president 
in the correspondent bank division, 


‘ 
t 
, 


B. M. LAMBERSON 


iia’ 


R. W. RHODES 


Transfer in Kansas City 


has become a vice-president of Stock 
Yards, and R. Warren Rhodes, in 
charge of the cattle loan department 
at Commerce, is now assistant vice- 
president of Stock Yards. 


¢ 


Meanwhile, a number of promo- 





tions have been made at Commerce 
Trust Com- 
pany. E. G. 
Armstrong, 
comptroller, has 
been elected 
cashier succeed- 


ing M. Bing- 
ham. Mr. Arm- 
strong joined 


the bank in 
1923 and has 
been comptrol- 
ler since 1934. 
At one time he was the first comptrol- 
ler and director of the budget for the 
state of Missouri. In banking ranks 
he is well known as the result of 
having served as president of the 
National Association of Bank Audi- 
tors and Comptrollers. 

His successor as comptroller at 
Commerce Trust is J. R. Hurst. 
A. D. Black and A. B. Hanis, 
have been promoted to assistant 
comptrollers. 

Newly named assistant trust of- 
ficers are D. L. Moriarity and R. H. 
Ware. 





E. G. ARMSTRONG 
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The largest independent commer- 
cial bank on Long Island, New 
York, with resources exceeding $75,- 
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000,000, is being created through the 
consolidation of the Franklin Na- 
tional Bank of Franklin Square and 
the South Shore Trust Company of 
Rockville Centre. The two institu- 
tions are being merged under the 
name and charter of the Franklin 
National Bank. 

Arthur T. Roth remains as presi- 
dent of the Franklin National. 
Frank W. Breitbach, president of 
the Rockville Centre bank, becomes 
a director and _ vice-president in 
charge of the South Shore office. 
Douglas Frisby will be the auditor 
of the combined banks, and all other 
active officers will continue in their 
former capacities. 


+ 


Culminating an active expansion 
year, Bankers Trust Company, New 
York City, last month purchased the 
Flushing National Bank, Flushing, 
Long Island. Earlier in the year 
Bankers Trust had acquired the 
banking business of Title Guarantee 
and Trust Company, merged with 
Lawyers Trust Company, and 
opened a new office at 1002 Madison 
Avenue in Manhattan. 

M. Lester Mendell, board chair- 
man of the Flushing National since 
1943, has become 
vice-president of 
Bankers Trust in 
charge of its of- 
fices in Queens 
County. The other 
Queens offices are 
located in Jamaica 
and Long Island 
City. Through the 
purchase of the 
Flushing institu- 
tion, Bankers 
Trust gains nearly 25,000 new cus- 
tomers and approximately $13,000,- 
000 in deposits. 











M. L. MENDELL 


° 


Ed. H. Winton has retired as 
board chairman of Continental Na- 
tional Bank, Fort Worth, Texas. 
Associated with the bank and its 
predecessors for more than 45 years, 
he was made chairman in 1949 after 
having served as president for a num- 
ber of years. 


A 


J. L. Dart, formerly president of 
the Florida National Bank, Jackson- 
ville, Florida, has joined the Herring- 
Hall-Marvin Safe Company as a 
vice-president. 

Sd 


No less than 12 officers in 10 dif- 
ferent departments have been pro- 
moted ‘to assistant vice-presidents 
by Girard Trust Company, Philadel- 
phia. They are J. P. Adams, O. S. 
Bauer, J. De Venuto, R. J. Euler, 


Burroughs Clearing House 





























S 
n 
or 
“ j 
ir 
yn ° ° 

: Pioneering . . . modern 
Ww 20th century pioneering 
1€ ... is going on now in 
g, Canada. Few countries 
ar offer such opportunities 
he as Canada, with her wealth 

of natural resources, her 
ee recent developments in 
th petroleum, iron ore, 
id titanium, uranium. And Canada’s industry is 
on growing rapidly. Since 1939 physical volume 
of production has doubled . . . gross national 

; product has increased from $5.6 billion to 
it- an estimated $17 billion in 1950. 
ice 





STATEMENT AS AT 31st: OCTOBER, 1950 


ASSETS 
The Cenedien Bank of Cash on hand and due from Banks and Bankers....... . $ 195,264,432.50 
Commerce has been closely Notes of and Cheques on other Banks ............... 73,091,208.02 
associated with the growth Government and other Public Securities | Not exceeding 747,080,155.65 
of Consdion business and Other Bonds and Stocks. ........... {market value} 75,922,701.89 
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F. W. E. Farr, G. O. Fletcher, 
G. R. Grimes, J. W. Woerner, 
J. M. Hoffa, W. O. Master, J. K. 
Willing, Jr., and R. H. Wilson. 
A. M. Terrell is now trust invest- 
ments officer; advanced to trust 
officers are W. C. Baker, P. B. 
Branin, S. D. Hart and H. E. 
Shortlidge. J.T. Chew and F. J. 
Mainwaring are assistant trust offi- 
cers. 

_ 


A former prominent banker has 
joined the financial staff of General 
Motors Corpo- 
ration. He is 
Clarance 
Stanley, one- 
time president 
of the Union 
Trust Co., of 
Pittsburgh, 
which merged 
with the Mellon 
National Bank 
in 1946 with Mr. 
Stanley becom- 
ing chairman of 
the executive committee. In 1947 
he resigned from the Mellon institu- 
tion to become a general partner in 
the investment banking firm of 
Morgan Stanley & Co., from which 
he has now retired. 





Cc. STANLEY 
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R. G. ALBERGER’ A. L. JOHNSON 


Among officer promotions at the First National of Portland 


Mr. Stanley will act as co-ordina- 
tor for General Motors in its invest- 
ment relations with the seven bank- 
ing institutions which have been 
selected by General Motors to serve 
as trustees under its newly estab- 
lished employee pension plans. 


Sd 


At the First National Bank of 
Portland (Oregon), Ralph G. Al- 
berger has been advanced from 
assistant vice-president to the newly 
created position of personnel officer. 
His successor as an administrative 
assistant is A. L. Johnson, assistant 
vice-president. 

The local county assessor, Wilbur 
J. Falloon, has joined the First 
National as assistant vice-president 
in charge of the property manage- 
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ment and appraisal department, fol- 
lowing expiration of his term of office 
December 31. Advanced to assist- 
ant vice-presidents within the ranks 
are K. E. Sawyer, E. A. McNabb 
and W. F. Bushnell, while R. W. 
Lengfield has been promoted to 
trust officer. 
+ 


Promotions at the First National 
Bank and Trust Company, Paterson, 
New Jersey, move Albert S. Currie 
from trust officer to vice-president 
and trust officer, and Sullivan S. 
De Feo from comptroller to vice- 
president and comptroller. F. N. 
Lillig is now assistant vice-president 
and R. W. Siebert, Jr., is assistant 
cashier. 

° 


Roland P. Soule has joined Irving 
Trust Company, 
New York City, as 
a vice-president in 
charge of the re- 
search and plan- 
ning division. A 
consulting engi- 
neer, Mr. Soule 
previously was 
vice-president in 
charge of research 
and development 
at American Ma- 
chine and Foundry Company. 





R. P. SOULE 


¢ 


Alexander E. Lapointe has been 
elected vice-president and trust of- 
ficer of Manufacturers National 
Bank, Detroit, Michigan. He for- 
merly served in a similar capacity with 
Title Guarantee & Trust Co., New 
York City, in charge of the trust and 
investment departments. At Manu- 
facturers he will specialize in trust 
administrative and investment work. 


¢ 


Ten promotions at the officer level, 
the largest single group of advance- 
ments ever made by the bank at one 
time, have been announced by Manu- 
facturers Bank and Trust Company 
of St. Louis, Missouri. 

Edward A. Bircher has advanced 
from treasurer to _ vice-president, 
H. B. Rose from secretary and trust 
officer to vice-president and trust 
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_——— N. ew law? Old law? Speed? Accuracy? Con- 
venience? Completeness? Whatever the need, whatever the question— 
if it involves federal taxes for revenue, the accepted reporter of the 
federal tax specialist, the first choice of the man “who must have 
everything” is STANDARD FEDERAL TAX REPORTS. 


Whether they represent the tax payer or tax collector, on whichever 

side of the tax fence they stand—Tax Men all endorse “Standard 

Reports” in use, collect real dividends from the breadth of coverage, 

official and explanatory, the dependability, and the down-to-earth prac- 
@) tical values which characterize the “Standard.” 





For the “Standard Reports” subscription plan brings subscribers up to 
date immediately and keeps them up to date continuously. The swift, 
detailed, informative weekly issues blanket the field of federal taxation 
most important to business and its tax counsel—reporting week by 
week the latest development in pertinent law or regulation, interpre- 
tation of ruling or court decision— the newest return, report or form 
—all enriched and illuminated by editorial sidelights, clear, helpful 
examples, and plain English explanations. 





Thus, STANDARD FEDERAL TAX REPORTS subscribers always 
have the facts, always know just what to do—why and how to do it! 
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SIMPLE, AUTOMATIC 
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Davidson 


FOLDING MACHINE 


It will fold your monthly statements, form letters, 
advertising literature, and bulletins at a fraction 
of the cost of manual folding. One girl with a 
Davidson can do the work of 10 to 20 girls... 
without overtime, without upsetting office rou- 
tine. And mailings will go out on time. That's 
why a Davidson will quickly pay for itself even 
if used but once a month. 


Any girl can operate a Davidson. It’s fully auto- 
matic and adjustments are few and exceedingly 
simple. Folds light and heavy papers from 
8” x 3” to 10” x 14” with a wide variety of 
folds. Speed? Up to 20,000 an hour. 


The Davidson is a time-proven office machine. 
Thousands are now in use. And you can buy it 
on convenient terms. 
Our booklet on “Folding 
Facts” will enable you to make 
a comparison of folding costs 
in your office. Write for your 
free copy today. 











Just turn the knob and, 
“‘click’’, the adjustment is 
made and stays ‘‘put’’. 





load auto- 
matic feeder. Load may be 
replenished without interrupt- 
ing operation. 


Continuous 
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E. A. ETTER 


R. F. REININGER 


Advanced at St. Louis 


officer, Raymond F. Reininger 
from auditor to secretary, Elmond 
A. Etter from assistant treasurer to 
treasurer and Raymond R. Krom- 
nacker from assistant secretary to 
assistant vice-president. 

Those newly raised to officer rank 
include: John Shepley, assistant 
vice-president; Oscar G. Olson, as- 
sistant secretary-assistant treasurer; 
Raymond C. Hamm, assistant sec- 
retary; Alfred J. Mayer, assistant 
treasurer; and Leonard P. Camp- 
bell, auditor. 

+ 


The assets of American Trust 
Company, head office at San Fran- 
cisco, California, have grown since 
1940 from $354 million to more than 
$1 billion. This rapid growth, to- 
gether with increased volume of 
work and soaring operating costs of 
today, emphasized the need for a 





A. E. DUANE 


G. W. MEYER 


Head new Methods Department 


careful study of bank methods and 
procedures. 

Several months ago a program was 
initiated under direction of Vice- 
president Arthur E. Duane to 
analyze the bank’s operations. This 
activity. was recently expanded into 
formation of a new division, the 
Methods and Planning Department, 
to continue this work on a more 
intensive basis and to separate :ts 
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functions from daily banking oper- 
ations. 

In addition to methods and proce- 
dures, the bank’s furniture, fixtures 
and equipment needs will be studied 


with the values of standardization in | 


mind. The bank’s manual of oper- | 


ations, design and use of bank forms | 


and kindred problems will also be 
handled by this new department. 


Mr. Duane will continue the super- | 


vision of the new department. In 
this activity he will be aided by 
George W. Meyer, formerly assist- 
ant controller, who has been pro- 
moted to assistant vice-president. 
A group of assistants to carry on the 
work has also been set up. 

The methods and planning depart- 
ment will work in close co-operation 
with the operating committee, headed 
by Ralph R. Emery, vice-president 
and cashier. 

° 


One of the best-known of the state 
banking commissioners, Richard 
Rapport, who has headed the Con- 
necticut banking 
department since 
1943, has resigned 
effective January 
15 and will be ex- 
ecutive manager of 
the Connecticut 
Bankers Associ- 
ation. He will 
open the associ- 
ation’s first per- 
manent offices, in 
the Hartford Na- 
tional Bank Building, and will be the 
first full-time executive manager. 

_ Except for two years on the exam- 
ining staff of the Federal Reserve 
Bank of Boston, Dick Rapport has 
been with the Connecticut State 
Banking Department since 1926. 
He is a past president of the National 
Association of Supervisors of States 
Banks, a member of the faculty of 
the A. B. A. Graduate School of 
Banking, and a lecturer at the New 
York State Bankers Association 


R. RAPPORT 


School of Public Relations at Syra- 


cuse University. 


Carl C. Gregory has assumed 
duties as assistant vice-president of 
the Mercantile National Bank, Dal- 
las, Texas. 

+ 


At the Bank of Commerce and 
Savings, Washington, D. C., Cashier 
Ernest R. Wilson has moved up to 
vice-president and cashier. T. Eu- 
gene Elgin has been advanced to 
issistant vice-president, while W. S. 
Jampier and L. I. Melton are now 

ssistant cashiers. 
Sd 


After serving as cashier since 1929, 
\rthur E. Siener has been named 
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about 100% 
pocket-check 
imprinting! 


A. a commercial banker, you know all about the headaches and 
cost of check-handling operations. 

Now you can reduce substantially those mis-sorts, mis-postings, 
signature-deciphering delays, slow check movements... by install- 
ing a 100% pocket-check imprinting program with the new Todd 
Imprinter! 

With rising personnel problems and the pressing need for 
greater efficiency, zow is the time to plan ahead and adopt 100% 
Todd imprinting. A recent survey made by independent industrial 
engineers certifies that training time for central proof machine 
operators is cut more than half where the Todd Imprinter is in use 
...central proof machine operation is speeded up sharply...book- 
keepers can be switched without impairing efficiency...sorting 
errors are reduced by 85%. 

To these benefits, add the Todd Imprinter’s economy and speed! 
Only 20 to 25 checks at a time need to be imprinted for each cus- 
tomer...and that takes only 139 seconds from receipt of order to 
printed and bound book.* Immediate on-the-spot check deliverv 
to customers is assured! 

Find out what the Todd Imprinter can do for you...mail the 
coupon zow. 


* According to time study analysis of average daily production 
in a metropolitan commercial bank (name on request). 


, 7 THE TODD COMPANY, Inc., Dept. BC, 
' Rochester 3, N.Y. 


Please give us the engineers’ survey and 
complete details about 100% pocket-check 


imprinting with the new Todd Imprinter. 
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Otétanding Vault Tritallition 


by Herring-Hall-Marvin 


aks 





IRVING TRUST COMPANY 
57th Street Office 
New York, N. Y. 


The selection of extra heavy H-H-M Bank Vault 
Doors and a Rotary Night Depository by the Irving 
Trust Company added another prominent bank to 
the imposing list of institutions, including ten Federal 
Reserve Banks, which have chosen Herring-Hall- 
Marvin vault equipment since 1945. 


You too, will want to know about H-H-M engi- 
neering features and craftsmanship before you decide 
upon new or additional vault equipment. For exam- 
ple: H-H-M Vault Entrances are engineered to be 
tied permanently into reinforced walls. New tech- 
niques for handling stainless steel, developed by our 
craftsmen, enable us to use it freely for preserving 
the unblemished beauty of your vault, and for cut- 
ting maintenance costs. Our Rotary Night Depos- 
itory is designed so that users’ hands are never in 
contact with the rotor while it is in motion. 

Write for a copy of our “Guide For Planning Bank 
Vaults.” Ask for information about H-H-M tamper- 
proof Night Depositories . . . new customer-building 
Drive-In and Walk-Up Windows . . . and, new 
24-Hour Depository for all depositors. Write today. 
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HERRING-HALL-MARVIN SAFE CO. 


HAMILTON, OHIO 
Builders of the world’s finest . . . Rotary Record Files © Insulated Record Files © Steel 
Transfer Files © Safes @ Money Chests @ Vault Doors © Bank Vault Equipment 
Drive-In Windows @ Night Depositories @ Stainless Steel Hospital and Building Equipment 





president of the Union Bank & 
Trust Co., North Vernon, India.a, 
John D. Klinger has been promoied 
to cashier. 

¢ 


Earl G. Holmes has been elev t- 
ed to' vice-president of Bank of New 
York and Fifth 
Avenue Bank. He 
joined the bank in 
1935 and is en- 
gaged in invest- 
ment counsel 
work. Appointed 
assistant vice- 
presidents are 
R. Peter Badie, 
‘ Charles H. 

E. G. HOLMES Fritscher, J. 

Lenox Porter and 
Edward C. R. Whitcraft. Other 
appointments are: Gerald J. Hen- 
nessey and Warren Spooner as as- 
sistant trust officers, Clifford P. 
Kingsley to assistant secretary, and 
Jeremiah J. Wolfe as assistant 
treasurer. 





¢ 


The view below portrays the mo- 
mentous occasion when C. M. Gay, 








First in 25 years 


(second from the left), Florida State 
Comptroller, presents the charter to 
Richard S. Wright, (second from 
right), first vice-president, on open- 
ing day at The Bank of Hollywood, 
Hollywood, Florida. Looking on are 
William A. Setchel, cashier (left) 
and John A. Elbon, second vice- 
president (right). The Bank of 
Hollywood is the first new banking 
institution opened in the county in 
25 years. 
S 


Joseph .E. Glass has:retired after 
25 years as auditor of Guaranty 
Trust Company of 
New York, and his 
successor is Albert 
L. Gettman, as- 
sistant auditor 
since 1931. Mr. 
Gettman has been 
with the bank 





since 1917. 
Mr. Glass came 
A.L. GETTMAN to Guaranty from 


Burroughs Adding 
Machine Company. He is a former 


Burroughs Clearing House 
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president of the New York Chapter 
of the Institute of Internal Auditors. 


° 


The Federal Reserve Bank of San 
Francisco has appointed E. R. Mil- 
lard as vice-president at the head 
office in San Fran- 
cisco, effective De- 
cember 1. Mr. 
Millard has been 
with the board of 
governors of the 
Federal Reserve 
System in Wash- 
ington, D. C., since 
1932, his former 
assignment there 
being director, 
division of exami- 
nations. 

Other official changes announced 
as effective December 1 include 
R. E. Everson, assistant manager 
of its branch in Salt Lake City, who 
has been named assistant vice-presi- 
dent at San Francisco. 











E. R. MILLARD 


Sd 


Two well-known bankers were 
honored recently for noteworthy 
anniversaries. One is ‘‘Bob’’ Flem- 
ing, feted by nearly 400 banking 
and government luminaries on the 
occasion of his 25th year as president 
of the Riggs National Bank, Wash- 
ington, D. C. The other is Richard 
C. Lilly, chairman of the board of 
The First National Bank of St. Paul 
(Minnesota), who was given a recep- 
tion marking his 50th year of service 
with that institution. 


+ 


A widely-known West Coast 
banker, Louis H. Moore, has retired 
as vice-president of Security-First 
National Bank of 
Los Angeles. Prior 
to joining Security 
Bank in 1934 he 
was bank commis- 
sioner for the state 
of Washington 
from 1918 until 
1920. He then 
served as vice- 

L. H. MOORE president of the 

National Bank of 
Commerce in Seattle before joining 
the Federal Reserve Bank of San 
Francisco in 1921, 





5 


Erich J. Waldek has been ad- 
vanced to assistant vice-president 
’ the J. Henry Schroder Banking 
Orporation and Schroder Trust 
ompany, New York City. S. Gray 
nd K. H. Streeck are now assistant 
reasurers, and J. I. Howell is as- 
stant secretary. 


— a pt 
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Model 150 

BRANDT AUTOMATIC CASHIER— 
trap door type. Coins delivered to 
customer by teller. 











Model 250 

BRANDT AUTOMATIC CASHIER— 
delivery chute type. Coins delivered 
direct to customer. 


BRANDT 


COIN HANDLING 
DEVICES SINCE 
1890 


BRANDTS... 
for every coin handling need 


The introduction of a new line of machines is another 
progressive step in our effort to provide financial institutions 
with truly outstanding coin handling equipment. 


Careful planning, experimental work and engineering 
studies resulted in machines with improved performance, 
remarkable new features, smart modern styling. These ad- 
vances, combined with the utmost in speed, accuracy and 
durability, make the new Brandts the very finest in our entire 
history. 


Brandt Automatic Cashier Co. 
WATERTOWN . WISCONSIN 


Model SL 

BRANDT COIN SORTER 
and COUNTER — motor 
driven. Sorts and counts 
mixed coins, pennies to 
half dollars, inclusive. 


Model CDM 

BRANDT COIN COUNTER and PACKAGER— 
motor driven. Handles all coins from pennies to 
half dollars inclusive, also silver dollars if desired. 
A hand operated machine can also be supplied. 


“Brandt” and “Cashier” registered United States Patent Office and Canadian Trade Marks Office 
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MORE THAN 550 BRANCHES ACROSS CANADA 


Bank oF MONTREAL 


FOUNDED 1817 


e 
Statement of Condition, October 31st, 1950 : 
ASSETS | 
Cash on hand and due from banks and bankers . . . . . «. . $ 262,060,907.31 
Notes of and cheques on other banks . . . . cae oh 114,344,080.39 


Government and Other Public Securities (not encveding on value) 1,030,048,602.81 
Other Bonds, Debentures and Stocks (not exceeding market value) 128,050,593.19 

















Call Loans ae ae a oe ae oe ee ee a a oe ee 67,972,396.98 
$1,602,476,580.68 i 

Commercial and Other Loans ....... +e « e « « 528,032,366.17 ) 

Bank Premises. . . = 18,450,760.31 

Customers’ Liability ander Acceptances ond Lemen ot Credit 

(aspercontra) . . ... kK « & ‘- * ie % 38,657,380.52 

De 4 &. + © & * « oo & ve wee ee ee ee 2,912,281.24 

$2,190,529,368.92 
LIABILITIES 

Deposits. . . °  m ° © «© © « e« « $2,062,597,786.09 

Acceptances and Reine of Credit OQuuuniing eee & & 4% 38,657,380.52 

ney 6+ ¢ +e te ee et leh hl he le 1,775,494.01 


Capital . 2... 1 we ee ee e+ « $36,000,000.00 
Rest or Reserve Fund coe eevee « « «© SRR 


Undivided Profits . . . .. . + +. + + + 3,498,708.30  87,498,708.30 
$2,190,529, 368.92 











If you desire information on Canadian conditions, your inquiries will receive 
prompt and thorough attention from our Business Development Department 
at the Head Office in Montreal, or from any of our offices in the United States. 


Head Office: Montreal 


B..C. GARDNER, M. C., President GORDON R. BALL, General Manager 


NEW YORK: 64 Wall Street, New York 5, C. T. Aulph, 
A. St. C. Nichol, F.W. Hunter, Agents 


CHICAGO: 27 South La Salle St., Chicago 3, E. B. 
Lavelle, Manager. 


SAN FRANCISCO— Bank of Montreal (San Francisco), 
333 California St., San Francisco 4, G. T. Eaton, President. 


LONDON, ENGLAND: 47 Threadneedle St., E. C. 2., 
A. D. Harper, Manager; 9 Waterloo Place, S. W. 1., 
T. E. Roberts, Manager. 


WY GANT 


TO A MILLION CANADIANS 


—————— 
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CANADA'S FIRST BANK 


Head Office Building on Place d’Armes, Montreal 
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Booklets 


A number of new booklets have been 
issued recently by Canadian banks. 
Barclays Bank (Canada) has printed a 
booklet entitled “‘Canada,”’ which has 
been made available to business people 
dealing with the Barclays group of 
banks throughout the world. The 
booklet deals briefly with the history 
of Canada, its geography and climate, 
how Canadians live and dress, Can- 
ada’s population, its primary indus- 
tries, and the market provided by 
Canadians. A few words in the fore- 
word of the booklet are devoted to the 
banking services of Barclays Bank 
(Canada), which has its head office at 
Montreal. 

The Royal Bank of Canada has pub- 
lished in booklet form a talk given not 
long ago by President James Muir on 
“The Canadian Banking System.” In 
this talk Mr. Muir gives all of the 
basic factors of the Canadian branch 
banking system, how the Canadian 
banks perform, training of staff mem- 
bers, the limitations of the system, and 
the legislative safeguards. 

Another small booklet issued by the 
Royal Bank, “Financial Training for 
Your Son and Daughter,” shows in a 
number.of simple steps how the value 
of the bank and its services may be 
illustrated to children. 

“The Family Budget Book,” also 
printed recently by the Royal Bank, 


By JAMES MONTAGNES 





The 
CANADIAN 
BANKING 
SYSTEM 


by 
JAMES MUIR 
tine -Prewdent and General Manager 


The Roval Bank of Canada 
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Informative booklets distributed by Canadian banks 


deals simply with the basic factors of 
a budget, and then provides ample 
space for budgeting for a year. 

a + Sd 


Bank Slogans 


Simple, catchy phrases are used by 
the Royal Bank of Canada in its out- 
door billboards throughout Canada 


Royal Bank of Canada stresses the family unit in banking 
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and on smaller display cards in its 
branches. To stimulate interest in 
these slogans and to obtain new ideas, 
this past year the Royal Bank con- 
ducted a slogan contest, open to all 
employees of the bank. Prizes of $25 
were awarded for the best slogans sub- 
mitted. The committee of judges was 
composed of the bank’s general man- 
ager, the bank’s advertising manager 
and personnel from the bank’s adver- 
tising agency. 

Bank employees entering the contest 
were warned that brevity would count, 
that slogans should not be more than 
14 words in length, and that they 
should be designed to sell either the 
service facilities of the bank or the 
bank itself in the role of a friendly and 
efficient institution. <A list of the 
slogans used formerly was supplied to 
all contestants. 

Royal Bank employees entered a 
total of 2,288 slogans. To select the 
24 most outstanding slogans from this 
number became a major undertaking 
for the judges, and they reported that 
“the finalists were chosen only after 
many conferences and a great deal of 
discussion.” The winning slogans will 
be used during the coming year. 

Among the winning slogans were: 
“Open a savings account for your child 
and watch them grow together’; 
“Time to think ahead—Start saving 
today”’; “There are always bargains if 
you have the cash’’; ““You can’t afford 
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Naturally we have protection against fire, windstorm, 


explosion and the other disasters covered by a modern fire 
insurance policy with extended coverage. But I know my 
insurance premium dollars do more than that. They are pro- 
tecting the children’s future. They help maintain economic 
safety. Invested in American industry they help create more 
jobs, increase production — in other words, they build a 


better life for us all. 


Today we are battling to perpetuate the independent, 
American way of life. My insurance dollars form part of the 
resources fighting in today’s struggle. Just as in the past, 
when insurance investments helped pull this nation through 
wars, depressions, disasters ... we see that we must keep our 
American economy strong... if we are to safeguard the 


freedom which is the priceless heritage of every American. 


A HOEMIX-COMMECTICUT 


GROUP OF INSURANCE COMPANIES 


Time Tried and Fire Tested 


The Phoenix Insurance Co. 
Hartford, Connecticut 
The Connecticut Fire Insurance Co. 
Hartford, Connecticut 
Equitable Fire & Marine Insurance Co. 
Providence, Rhode Island 
Minneapolis Fire & Marine Insurance Co. 
Minneapolis, Minnesota 


The Central States Fire Insurance Co. 
ichita, Kansas 
Atlantic Fire Insurance Co, 
Raleigh, North Carolina 
Great Eastern Fire Insurance Co. 
White Plains, New York 
Reliance Insurance Co. of Canada 
Montreal, P. Q., Canada 





not to save’; “Saving doesn’t cost — 
It pays”; “Taking cash? Don’t be 
rash! Carry Travellers Cheques.” 


¢ o 


Annual Reports 


Increased profits, higher total asse\s, 
and higher current loan volume mark 
the annual reports of Canada’s banks. 

Barclays Bank (Canada), Montreal, 
which does not issue an earnings state- 
ment, showed total assets on Septem- 
ber 30, 1950, of $36,479,905 as com- 
pared to $35,571,532 in 1949. At the 
annual meeting, General Manager 
J. H. G. F. Vale reported that profits 
were satisfactory and up over the 
previous year. Current loans were up 
from $5,166,477 to $5,511,008, and 
investments were up from $19,997,255 
to $20,199,691. Warning that the 
Canadian Government had not yet 
done enough to fight inflation, Presi- 
dent H. A. Stevenson reported on 
Canada’s foreign trade position and 
congratulated the government on its 
action in unpegging the Canadian dol- 
lar in terms of the U. S. dollar. 

The Imperial Bank of Canada, 
Toronto, first to report of those banks 
whose year ends October 31, showed 
net earnings of $2,650,309 in 1950 as 
compared to $2,110,075 in 1949, with 
net profit after income tax of $1,158,- 
311 in 1950 as compared to $1,115,255 
in 1949. Total assets were up to 
$526,748,660, an increase of $7,000,000 
over 1949. Quick assets were 61.47 
per cent of total liabilities. Current 
loans of all kinds were up $14,500,000 
over last year to $205,442,793. Non- 
interest bearing deposits were up from 
$149,028,855 to $160,620,416, and sav- 
ings deposits were up from $268,825,- 
299 to $286,300,435. 

At the annual meeting, General 
Manager L. S. Mackersy of the Im- 
perial Bank reported that there were 
3,206 shareholders, a gain of 133 dur- 
ing the past year, with 229 living in 
the United States. The bank now has 
216 branches with a total staff of 
2,689. President I. K. Johnston em- 
phasized the need for more immigra- 
tion, the urgency of the St. Lawrence 
Seaway for defense purposes and for 
power for the development of the 
Labrador iron ore deposits, and dealt 
briefly with Canada’s foreign trade. 

Canadian Bank of Commerce, To- 
ronto, shows a net profit of $4,015,259 
as compared to $3,615,962 in 1949. 
Total assets now stand at $1,755,317,- 
154 as against $1,646,320,246 in 1949 
Current loans were $541,513,515 in 
1950 as compared to $497,575,829 in 
1949. Total deposits were up, public 
savings up $20,000,000 to $901,000,000 
and demand deposits up $65,000,000 
to $606,000,000. 

The Bank of Nova Scotia, Halifax 
and Toronto, has total assets at an all- 
time high of $818,107,524, up nearly 
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* $12,000,000 in the year. 


Total loans 
were up $14,000,000 to $354,647,746, 
with total loans in Canada alone up 
$39,000,000 in the year. Quick assets 
total 57 per cent of liabilities. Net in- 
come, after depreciation and taxes, was 
$2,297,542 in 1950, as compared to 
$2,299,311 in 1949. Deposits were up 
$3,000,000 to $709,444,281. 

The Dominion Bank, Toronto, 
showed net profits of $1,245,678 in 
1950, compared to $1,001,195 in 1949. 
Total assets were $471,087, 483 com- 
pared to $426,637,985 in 1949. Quick 
assets accounted for 62 per cent of 
liabilities. Commercial loans and dis- 
counts were at a new high of $175,443,- 
054, up nearly $15,000,000. Total 
deposits of $425,872,000 compare to 
$388,605,000 a year ago. 

The Bank of Montreal, head office 


| Montreal, in its 133rd annual report, 


tle 


§ showed total resources at a new high 


of $2,190,000,000, with deposits over 
$2 billion. Quickly available assets 
amounted to 76 per cent of all liabili- 
ties. Commercial and other loans 
totaled $528,000,000 as compared to 
$487,000,000 in 1949. Net profits, 


| after taxes, depreciation, and provision 


ote 





for contingencies, were $5,942,897 as 
against $5,816,569 last year. 


¢ ¢ Sf 


Personnel 


James Stewart, general manager of 
the Canadian Bank of Commerce, head 
office Toronto, 
has been elected 
vice-president of 
the bank. 

S. McAlister, 
formerly man- 
ager of the Rio 
de Janeiro 
branch of the 
Royal Bank of 
Canada, has 








been appointed 
supervisor of the 
bank’s branches 


S. McALISTER 


4 in Brazil, succeeding C. G. Hayes who 


f 





has retired. Mr. McAlister started 
with the bank in Rio de Janeiro in 1920 
and has seen service at a number of the 
bank’s branches throughout Brazil. 
Louis L. Lang, Canadian industrial- 
ist, Kitchener, Ontario, was elected 
vice-president of 
the Bank of 
Montreal at its 
annual meeting. 
R. L. Bailey, 
formerly man- 
ager of the Cal- 
gary branch, has 
been appointed 
manager of the 
Winnipeg 
branch of the 


; tao bank. In this 
o-_ post he succeeds 
Colin . Hart who has retired. 


| January, 1951 
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CONDENSED GENERAL STATEMENT 
AS AT 31st OCTOBER, 1950 


ASSETS 


Cash, clearings and due from banks _ 
Government and other public securities not 
exceeding market value. 
Other bonds and whence not ba 
market value. 
Call loans (secured)_ 27,311,764.01 
Other loans and discounts ‘(after full pro- 
vision for bad and doubtful debts). 327,335,982.78 
Liabilities of customers under acceptances 
and letters of credit (as per vaniitied fees 27,145,888.52 
Bank premises ams 19,121,740.60 
Other assets _ 620,624.13 


$818,107,524.13 


- $146,389,682.72 
246,952,212.30 
23,229,629.07 























LIABILITIES 
Notes in circulation..__..______-_-__-_ . 51,363.62 
Deposits ____ 749,011,841.98 
Acceptances and letters ‘of credit out- 
a 27,145,888.52 
Other liabilities ____ 2,018,083.22 
Capita: 12,000,000.00 
Reserve fund __....... 24,000,000.00 
Dividends declared and unpaid__ oa Nene 425,779.72 
Provision for extra distribution __ 240,000.00 
Balance of profits, as per Profit and Loss 
Account 3,214,567.07 
$818,107,524.13 
H. L. ENMAN Cc. SYDNEY FROST 
President General Manager 





London, Eng., 








CAPITAL RESERVE 


$12,000,000 $ 24,000,000 


HEAD OFFICE: HALIFAX, CANADA — GENERAL OFFICE: TORONTO, CANADA 


Branches across Canada and in 


JAMAICA @ CUBA @ PUERTO RICO ®@ DOMINICAN REPUBLIC 


108 Old Broad St 











New York, 49 Wall St 
















T0 YOU 


and every 
financial 
executive 








| THIS MAN IS 


a powerful ally 





Hi. is a staff member of Christmas Club, a Corporation . .. Me can show you how Christmas Club can 
pay its way in operational efficiency—while bringing in new customers for every service you provide . . . Only an 
organization geared for exceptional service—carefully aimed at the basic needs and interests of the American people 
and financial institutions—can produce so powerful an influence in the development of thrift and public acceptance 
of banking services . . . “Know-how” in influencing people is the force that motivates Christmas Club members to 
become profitable customers for your services . . . The originators of the Christmas Club plan, with over forty years’ 


experience, have demonstrated that “know-how” — and gained the confidence of institutions they serve and the Ameri- 


can public . . . Financial institutions that use the service of Christmas Club, a Corporation, are institutions that grow. 


3 HEADQUARTERS FOR MEMBERS OF a * 
Py iar tp ate os 
‘Christmas lub 
Ey SR RORLR LL SPOR od 
SPONSORED BY THE INCORPORATED 


ORGANIZATION CHRISTMAS CLUB 


DRIGI S HE M 
SRT A K Torporation 
oS A i a 


NUMBER 


FOUNDED BY HERBERT F. RAWLL 


Z| ‘ 230 PARK AVENUE, NEW YORK 17, N. Y. 
DUE THIS WEEK (4 





BUILDS SAVINGS * BUILDS CHARACTER * BUILDS BUSINESS FOR FINANCIAL INSTITUTIONS 


“ Burroughs Clearing !louse 
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THE BOOKLET COUNTER 











These booklets are available upon 
request, free of charge or obligation, 
under an arrangement whereby the 
requests are referred promptly to the 
producers. Simply address requests 
on bank or company letterhead to 


Booklet Editor 
Burroughs Clearing House 
Detroit 32, Michigan 
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Tax Savings ... This checklist of 


tax savings available to investors is 


issued by a large mutual investment 
trust. The value of tax reduction is 
graphically illustrated by a chart 
showing the percentile savings for the 


various income brackets when an in- 


come reduction or exemption of $1,000 
is possible. The booklet continues 
with a discussion of the various types 
of tax-saving opportunities. These 
tax reduction possibilities fall under 
two main headings: gifts that can 
reduce federal estate and income taxes, 
and tax savings through capital losses 
and gains on securities. 
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The Pension Service of the 
Insurance Company .. . Prepared 
by a large insurance company, this 
twenty-page booklet attempts to pre- 
sent an accurate picture of insurance 
company pension services and oper- 
ations in general. After a discussion 
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of American developments in the pen- 
sion field, the booklet analyzes the 
features of insured pension plans, and 
describes the three different theories 
of funding or contributing. A com- 
parison of outlays and actual costs 
between various plans is offered, with 
some discussion of the investment 
earnings of insured, as opposed to 
trusteed, plans. 


Employee Pensions .. . This 


, booklet stresses the need of adequate 


preparation when a demand for a 
pension plan arises. Published by a 
firm of pension specialists, the booklet 
briefly outlines the potential dangers 
in the growing, unavoidable pension 
demand. The method that this par- 
ticular firm uses to handle a client’s 
pension problems is detailed following 
a short resume of the qualifications of 
the chief officers of the firm. 


What Every Banker Should 
Know About Mutual Funds... 
Written by a well-known officer of a 
large investment company, this 18- 
page booklet sets up two fundamental 
elements for successful investing: (1) 
Adequate diversification, and (2) super- 
vision of all investments by full-time 
investment counselors. From this 
basis, the booklet continues with a 
brief historical background of mutual 
funds, an analysis of the various types 
of mutual funds, and the functions of 
mutual fund investment for the large 
and small investor. After detailing a 


Booklets exemplify different slants on pension planning 
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Four-point investment program 


four-point program for sound invest- 
ment, the booklet outlines the benefits 
offered by mutual funds and urges that 
bankers familiarize themselves and 
their customers with this type of in- 
vestment. In conclusion there is a 
brief description of the particular funds 
under the management of the invest- 
ment company publishing the booklet. 


You and Your Bank... A note- 
worthy public relations effort on the 
part of the Illinois Bankers Associ- 
ation. Intended for customer distribu- 
tion, this folder stresses the relation- 
ship of the bank to the community 
while indicating the role of the local 
bank in the independent dual banking 
system of America. After detailing 
the opportunities and services offered 
by the average bank, the folder points 
out that the active interest of the 
individual citizen is necessary for the 
continued efficacy and vitality of the 
American banking system. Single 
copies for review are available without 
charge, and quantity orders for cus- 
tomer distribution are available at a 
slight cost. 


Our Fiscal and Banking Policy 


limited war and rearmament? Some 
timely suggestions are made in this 
article, reprinted in booklet form, 
written by a leading financial officer, 
formerly a Treasury official. 
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COURT DECISIONS 








By CHARLES R. ROSENBERG, Jr. 


Member of the Bar of Pennsylvania and of the 


Loans on Aireraft 


Banks making loans secured by 
liens on aircraft may find some recent 
pronouncements of the Georgia Court 
of Appeals of interest. 

There the owner of an airplane sold 
it to a vendee on a title retention con- 
tract (called conditional sale contract 
in most states). Thereafter the vendor 
made a loan from a finance company 


, and assigned the title retention con- 
| tract to the finance company as secu- 


) rity. In subsequent litigation it be- 


came important to determine whether 


| or not the company was protected in 


its lien on the airplane. The company 


) proved that it had filed the original 
» contract with the Civil Aeronautics 





— 





ave dita 


— 
Sores) 


| provisions of Code 67-108. 


| Person 


| Administration, as provided by federal 


statute (49 U. S. Code 523). 
Discussing the effect of recordation 
of liens on aircraft in this manner, the 
court said: 
“It is apparent from the undisputed 


| evidence that at the time the defendant 


bought the aircraft from the vendor, 
the note and retention title contract 
had already been assigned to the 
plaintiff and recorded with the Civil 
Aeronautics Authority. Granting that 
the defendant had no actual notice or 
knowledge of the paramount outstand- 
ing title and the debt secured by it, the 
right of the plaintiff to recover the 
money owed or the property depends 
upon whether the plaintiff had, by 
recording the retention title contract 
in question, given constructive notice 
of his title by which the defendant and 
all the world were bound. Such notice, 
as to mortgages and conditional sales 
contracts in Georgia, is given by re- 
cording the instruments under the 
Under 
Federal law, 49 U. S. Code 523(b), it 
is given as follows: ‘No conveyance 
made or given on or after the effective 
date of this section, which affects the 
title to, or interest in, any civil aircraft 
of the United States, or any portion 
thereoi, shall be valid in respect of such 
alrcraii or portion thereof against any 
ther than the person to whom 


| the conveyance is made or given, his 
} heir or ‘evisee, and any person having 


) 


4 


}actual potice thereof, until such con- 
| Veyanc: is recorded in the office of the 

Secretar’ of the Authority. Every 
such conveyance’ so recorded in the 
office of ‘he secretary of the Authority 
Shall be 


g ilouse 
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ilid as to all persons without 


January, 1951 


District of Columbia 


further recordation. Any instrument, 
recordation of which is required by the 
provisions of this section, shall take 
effect from the date of its recordation, 
and not from the date of its execution.’ 

“In Blalock vs. Brown, 78 Ga. App. 
537 et seq., at page 541, 51 S. E. 2d 
610, 613, 9 A. L. R. 2d 476, the follow- 
ing is quoted with approval from In re 
Veterans’ Air Express Co. Inc., D. C. 
76, F. Supp. 684: ‘It is clear that the 
Congress has prescribed the only way 
in which aircraft may be transferred 
and in which liens upon aircraft may 
be duly recorded. In this manner, all 
persons dealing with aircraft are upon 
full legal notice concerning possible 
liens and are charged with the duty of 
inquiry at the central recording office 
of the Civil Aeronautics Administra- 
tion with respect to any aircraft in 
which they might be concerned.’ 

“Tt is there held that, regardless of 


the fact that the aircraft is used only 
in intrastate commerce, the necessi- 
ties of air navigation are such as to 
render Federal control thereof justi- 
fiable. 

“In consequence, and regardless of 
the fact that in the present case it 
appears that constructive notice was 
also given by the plaintiff through its 
act in recording the conditional sale 
contract in Floyd Superior Court 
within six months of the time the 
property was turned over to the 
defendant in this state, constructive 
notice was given by the recording of the 
instrument with the Civil Aeronautics 
Authority under the provisions of Title 
49, U. S. Code, which provides that 
every conveyance so recorded shall be 
valid as to all persons. 

“No further act was required of the 
plaintiff to protect his rights. The 
defendant, before purchasing, had the 
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opportunity to ascertain the para- 
mount outstanding title by checking 
the records of the Civil Aeronautics 
Authority.. This being so, his title to 
the aircraft was inferior to that of the 
plaintiff.” 

Obviously, if the conditional sale 
contract were not recorded as provided 
by statute, a purchaser of the airplane 
with no other knowledge of the trans- 
action could maintain his position as 
an innocent purchaser for value and 
possibly defeat the interest of the 
original vendor or his assignee. In the 
instant case the conditional sale con- 
tract had been recorded under both 
state and federal law, thus making 
constructive notice doubly sure. Where 
there is both state and federal legisla- 
tion on the same subject ordinarily the 
federal legislation prevails; hence it 
would appear that recordation under 
the federal act would be sufficient to 
protect the interest of the vendor or 
his assignee —a lending bank, for in- 
stance. However, the court did not 
specifically decide that point. (Daw- 
son vs. General Discount Corporation, 
60 Southeastern Reporter, Second 
Series, 653.) 
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Check Kiting 


Two Pennsylvanians conducted a 
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check kiting operation through a most 
ingenious scheme. One had had an 
account in one Pennsylvania bank for 
a number of years and was known as a 
substantial customer. The other had 
an account in another bank in a town 
a few miles away. They kited their 
checks back and forth between the two 
banks. When it appeared that one or 
more checks would be flatly dishonored 
they rushed cash to protect the checks. 
The money was obtained by cashing 
checks at the other bank. This check 
kiting finally got out of control and one 
bank suffered a loss of about $50,000. 

Investigation disclosed that the exec- 
utive vice-president had authorized 
other employees to honor these checks 
when there were insufficient funds on 
deposit to meet them, although other 
employees had informed him of the 
check kiting operation. 

When the scheme collapsed the 
executive vice-president was indicted 
under federal statute for permitting a 
misapplication of bank funds. He was 
convicted by the Federal jury. The 
Federal District Court sustained this 
conviction and said: 

“Under the facts in this case is the 
defendant guilty of a willful misappli- 
cation with an intent to injure or de- 
fraud the bank? In my opinion he is. 
Undoubtedly, it is a common practice 
for banks to cash checks for well- 
known and well-regarded customers, 
even though the checks are drawn on 
other banks and the cashing bank 
does not know whether or not there 
are sufficient funds to pay the checks 
when they clear. There is nothing 
criminal about this. But when, as has 
happened in the present case, a bank 
employee permits checks to be cashed, 
in large quantities and in large denomi- 
nations, when he knows that the checks 
are not good as they are presented to 
his bank, and that the checks are being 
cashed to obtain money improperly 
from his bank, then an entirely differ- 
ent situation is presented. In this 
situation the employee is guilty of a 
willful misapplication of bank funds 
with an intent to injure or defraud the 
bank. 

“The motion of judgment of acquital 
is refused and the motion for a new 
trial is refused.” 

The transaction came under Federal 
jurisdiction because the bank was 
insured under FDIC. (U. S. vs. Mat- 
singer, 92 Federal Supplement, 516.) 
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Lunatie’s Note 


A New York contracting firm made 
a contract to supply certain work and 
materials to a customer, who gave them 
his note for the amount of the job. 
The contractors negotiated the note to 
a national bank with a specific war- 
ranty that they “had furnished and 

















installed all articles and materials and J pbanl 
had fully completed all work which § and 
constituted the consideration for which — and 
this note was executed and delivered § guar 
to the maker.” the 

When the bank eventually sued the — conv 
contractors on the note it developed § tion: 
that before the maker signed it he had } proh 
been judicially declared insane. It D 
appeared that before taking the note 
the contractors had obtained a credit 
report on the maker but this report 
showed only his financial responsibility 
and did not reveal his insanity. This} 
point was raised in the trial of the case, 
but was dismissed by the Court as 
inapplicable. 

“Tt is well settled,’ said the court, not 
“that a lunatic whose lunacy has been eric 
judicially determined, and for whom a eS 
committee has been appointed, is in-} ooun 
capable of entering into any contract, ) joy 
and that any contract which he may} «pq 
assume to make while in that situation } om, 
is absolutely void.” I for t 

It was pointed out, however, that) on, 
by their endorsement the payees war- fj oie 
ranted that all prior parties—in this) jp. _ 
case, the maker—had capacity tof high 
contract. Q1 

Discussing this, the Supreme Court} 9 4 
of New York said: oo al 

“It appears that the maker of the} ° ¢,, 
note at the time the note was made} mogt 
and delivered to the defendants was} yoy) 
an incompetent person, having been} pat, 
adjudged so by a court of competent f th, 
jurisdiction and at the time there wasf oye, 
a committee appointed for him. Under larly 
the law he was not capable of making f jp 5, 
a valid contract or note. TI 

“The courts have repeatedly held § jo<¢ 
that where a maker did not have § ion, 
capacity to contract, an _ endorser § the , 
‘without recourse’ is liable.” Judg-§ geyi, 
ment for the bank against the payee. § these 
(Gramatan Nat'l Bank & Trust Co. f Tye, 
vs. Lavine et al, 99 New York Supple-§ jo » 
ment, Second Series, 868.) sible. 

.: + 5 well 
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Bank Converted a Th 


Does a bank run the risk of losing } agair 
business or certain of its powers when } that 
it merges with another bank or con- | too 
verts itself into a different type of | chan, 
bank? | time 

In Louisiana a state bank which was 7 for , 
guardian for a feeble-minded person © tract 
was converted into a national bank. | you 
An action was later brought to deter- © such 
mine whether the converted bank, as 4° occu 
national bank, could continue the Th 
guardianship which it acquired as 4 Mmaty 
state bank. 1 objec 

Ruling in favor of the bank the be a 
Supreme Court of Louisiana said: 4 times 

“In absence of Louisiana statute, } turiti 
the conversion of state bank to na\jbe a 
tional bank under new name remained’) volv¢ 
the same legal corporate entity, and § gree 
hence said conversion did not vacate | grou 
estate guardianship to which state /alter 
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pank had been named and appointed 
and for which state bank had qualified 
and national bank would continue as 
guardian.” The court then quoted 
the Federal statute authorizing the 
conversion of a state bank into a na- 
tional bank, provided there is no 
prohibitory state law. 

Discussing the fiduciary aspect of 


such a conversion, the court continued: 

*‘Where a bank acting in a fiduciary 
capacity consolidates or merges with 
another bank or where a reorganiza- 
tion is effected, the right of the new 
banking corporation to assume such 
fiduciary status has been sustained. 
The right of a national bank consoli- 
dating with a state bank or trust com- 


o ¢ ¢ 


pany to succeed to the fiduciary 
capacity of the state banking corpo- 
ration is expressly provided for under 
the terms of the National Bank Act. 
In some states the right to succession 
is fortified by a state statute on the 
subject.”” (Gulf National Bank vs. 
LeBouef, 47 Southern Reporter, Second 
Series, 687.) 


BANK INVESTMENT PROGKAM 


(CONTINUED FROM PAGE 33) 


not just for the moment but over a 
period of years. From this definition it 
is easy to see that the Investment Ac- 
count at almost all stages of the market 
should represent some degree of 
“hedged” position. By this we mean 


some intermediate or long-term bonds 


for their immediate higher return and 
some relatively short-term bonds set 


} aside as reserve purchasing power in 


the event of lower bond prices and 
higher bond yields. 

Question. Assuming the desirability 
of a “hedged” position, how does one 
go about attaining it? 

Suggested Answer: Perhaps the 
most commonly accepted approach 
would be through the use of spaced 
maturities, by which we mean dividing 
the Investment Account into fairly 
even amounts maturing rather regu- 
larly over some period such as perhaps 
10 or even 15 years. 

This rather orthodox approach at 
least has the merit of representing a 
constant hedge in the account. On 
the other hand, like most mechanical 
devices it has its limitations. One of 
these results from the failure of the 
Treasury Department to provide issues 
lo make such a pattern of buying pos- 
sible. In other words, you know all too 


jwell that certain intermediate years 


)are entirely devoid of taxable issues. 
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The second reservation to be cited 
against the spaced maturity theory is 
that such an approach may result in 
too little flexibility in adjusting to 
changed market conditions. From 


itime to time certain maturity sectors 


for various reasons become more at- 
tractive than others, and naturally 
you would like to take advantage of 
such out-of-line situations when they 
occur, 

Therefore, a general philosophy of 
maturities might well incorporate two 
The first objective would 

position including at all 
mes some short and some longer ma- 


ti 


lurities. The second objective would 
be a flexibility of approach. This in- 
Volves 


@ willingness to shift some de- 


= | ys e . 
‘Ys and )stee of emphasis from one maturity 


vacate 7 
1 state | 


4 House a 


= to another as market conditions 
ater the relative attractiveness of the 
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various issues. 

Question: Your mention of occa- 
sionally shifting our emphasis from one 
maturity group to another sounds 
rather intriguing, but how is it possible 
in the limited time available to me to 
study and to know whether and when 
such shifts of emphasis are desirable? 

Suggested Answer: The answer to 
your question is by no means simple 
but it is perhaps easier than it first 
appears. It is found in a continuing 
examination of, and familiarity with, 
the yield curve of government issues 
eligible for commercial bank purchase. 
You already know that a yield curve is 
simply a graphic presentation of the 
yields prevailing as of any particular 
date. By plotting yields on the verti- 
cal line and the number of years to 
maturity on the horizontal line, you 
get an immediate answer to the ques- 
tion of whether you are being rela- 
tively well or relatively poorly com- 
pensated in yield by an extension of 
your maturities from one maturity 
group to another. 


Probably the best explanation of the 
use of yield curves is by an actual illus- 
tration. The chart (page 33) shows 
yields prevailing on selected bank- 
eligible issues as of three dates. The 
yields in question are net after taxes to 
a bank in the 38 per cent tax bracket 
in 1947 and an assumed 45 per cent 
bracket in 1951. These net yields have 
been used deliberately in order to show 
both fully taxable issues and the 
partially tax exempt issues on a com- 
parable basis. 

I suggest that we look first at the 
curve prevailing on October 1, 1947. 
This date represented the approximate 
high of market prices in that year just 
preceding the substantial decline in 
prices culminating in the December 
24th lowering of Federal Reserve pegs. 
The yield curve of October 1 can be 
characterized primarily by its relative 
flatness. When we speak of a relatively 
flat curve, we refer to one on which the 
yield increases only gradually and 
moderately as maturities are extended. 
For example, on October 1, 1947, a 
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one-year certificate yielded .60 per cent 
net or approximately .97 per cent gross, 
while the 24s of 59/56 (identified 
as No. 6 on the chart) yielded 1 per 
cent net or 1.61 per cent gross for an 
approximate 9-year call date. Thus a 
move from a one-year certificate at 
.97 per cent to a 9-year call date at 
1.61 per cent involved a gain of only 64 
basis points. Compare that with the 
relationship existing on the war-time 
financing pattern when the certificate 
rate was 7% of 1 per cent and the inter- 
mediate 8-10 year bonds yielded 2 per 
cent. This represented an increase of 
112 basis points or almost twice as 
much as in October, 1947. 

Certainly all of us well remember 
the drop in prices just before the end of 
1947, so I thought it might interest you 
to look next at the yield curve which 
prevailed at that time, keeping in 
mind, incidentally, the drastic change 
which took place in a period as short 
as three months. The curve at the end 
of 1947 is notable not for general flat- 
ness, but rather for steepness out to the 
intermediate section around seven 
years. This is due primarily to two 
factors. First, the Federal Reserve 
reduced the market prices of eligible 
taxable issues to levels only slightly 
above par. This resulted in a propor- 
tionately greater change in the yield of 
intermediate issues than in the yield 
even of the longer issues. For example, 
between October and the end of 1947 
the yield of 244s of 59/56 increased 47 
gross basis points, while the yield of 
the much longer “bank 2s” of 72/67 
increased only 31 gross basis points. 
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Secondly, you will remember that the 
Federal Reserve did not lend its sup- 
port at all to the partially tax exempt 
issues and this accounts for the very 
sharp increase in yield in the four 
longest partially exempts represented 
on the chart by Items 5, 7, 8 and 9. 

Still looking at the curve of De- 
cember 31, 1947, one is immediately 
struck by the outstanding attractive- 
ness of an issue such as the 2%s of 
1960/55, Item 5. Here was an issue 
which in a period of three months had 
increased in net yield 70 basis points 
from 1.05 per cent to 1.75 per cent. 
That 70 basis point increase in net 
yield is equivalent to an increase in 
gross yield of 1.13 per cent in a three 
months’ period. Furthermore, the 
bond at the end of 1947 was callable in 
71% years and despite that relatively 
early call date yielded materially more 
than the so-called “bank 2%s” with 
almost 20 years to call date. 

I am perfectly willing to admit that 
the situation of the 2% per cent issue 
at that time was unusual and that the 
issue did not stay at that yield for very 
long. However, since it does represent 
an actual illustration from the recent 
past, it serves to bring out the point 
which I wish to make. That is, namely, 
that in your study of yield curves you 
should look for the point, if any, where 
the curve starts to bend since that is 
usually the point of greatest attractive- 
ness for purchase. The reasoning be- 
hind this statement is very simple. If 
you extend your maturity out to the 
issue or issues which show a steep rise 
in yield, you are getting reasonable 
compensation for the lengthening proc- 
ess; beyond the point where the curve 
bends, or in a generally flat curve, you 
are getting relatively poor compensa- 
tion for your extra maturity risk. 

Just to complete our examination of 
the chart, I now call your attention to 
the yield curve of a recent date, De- 
cember 1, 1950. You will note that this 
curve is somewhat similar in pattern 
to the curve prevailing on October 1, 
1947. However, the present curve is 
considerably flatter even than the 
curve prevailing in October, 1947. 

This is due to three factors: 

1. An assumed 45 per cent tax rate 
has reduced net yields on all matu- 
rities, but has had a proportionately 
greater effect on long maturities. 

2. The increased flatness of the 
present curve is accentuated since one- 
year securities now yield about 1% per 
cent gross, while in 1947 they yielded 
only about 1 per cent. 

3. While gross yields in the short- 
term field have increased, gross yields 
in intermediate and longer bonds have 
either remained approximately the 
same or have declined slightly. This 
phenomenon is directly traceable to 
debt management policy. That is, the 
Treasury Department has_ simply 


starved the intermediate section o! the 
market by not offering any bond be. 
yond five years. 

Question: Your chart shows that 
the flat curve of October, 1947, was 
followed within three months by aq 
sharp drop in bond prices and a much 
steeper curve, especially in the inter. 
mediate sector. Since the present 
curve is so similar to that of October 1, 
1947, should I gather by implication 
that we might expect a similar, and 
further, decline in bond prices in the 
near future? 

Suggested Answer: There are cer-} 
tain similarities between the _ two 
periods but the particular implication 
you mentioned was not intentional. 
We have examined these yield curves 
of the past, not for forecasting pur- 
poses, but to see what has happened 
and what can happen. Behind our 
examination there also lies a more 
fundamental purpose. This is to bring} 
out visually why a flat curve when) 
rates are low should act as a note of 
caution since it tells us that we are 
being relatively poorly compensated 
for any material extension of maturity. 

As far as intermediate-term yields 
are concerned, they could of course risef 
somewhat further if the Federal con- 
tinues to raise the short-term rate. 
However, there is a distinct element of 
doubt as to the probability of much if 
any firming in the short rate and the 
five-year rate has already risen within 
a fairly short period from 1% per cent 
to 134 percent. In terms of issues due 
or callable beyond five years, the best 
hope of a somewhat steeper curve 
rests in the period of 1952 or later. 

Question: Why did you mention 
1952 as a time when we might possibly 
see a change in the yield curve of inter- 
mediate maturities? 

Suggested Answer: There are three 
reasons, of which the first is probably 
the most important. At the present 
time there are less than $1114 billions 
of bank-eligible bonds due beyond five 
years. In 1952, however, that amount 
will be more than doubled with the 
addition of more than $13 billions of 
newly eligible issues with the prospect 
of further large additions in 1953 and 
1954. We have argued that the pres- 











ent low yields of existing intermediates 
result from the scarcity factor in that | 
sector. Therefore, it seems logical to) 
believe that when large quantities of] 
intermediate maturities become eligi) 
ble and eliminate scarcity, you will set 7 
a stiffening of intermediate yields rela-)) 
tive to short-term yields. 

A second factor involves the large) 
volume of maturities which will fall” 
due in 1952 and succeeding years, in 
cluding both marketable bonds ané 
non-marketable issues such as_ tht 
Series E bonds. The mere weight 0 
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the refunding problem may cause the 
Treasury Department to price its offer-§ 
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ings somewhat more generously. 

As a third factor, 1952 will bring us 
to another national election. There is 
obviously no certainty that we will 
have a change of administration and 
equally no certainty that such a 
change, if it occurred, would result in 
higher interest rates. However, in- 
vestors in 1948 seemed to think that a 
new administration might not be as 
firmly committed to a low interest rate 
policy as the present administration, 
and this might have some psychological 
effect on 1952 markets. 

I have given you my reasons for 
mentioning 1952 but we should admit 
in all humility that no one knows how 
much weight to give to the possibil- 
ities inherent in that year. As a prac- 
tical compromise, however, it might 
be well to keep the year 1952 in the 
forefront of our thinking and to plan 


i tentatively to let the passage of time 


give us a relatively short-term posi- 
tion in 1952. Then if higher inter- 
mediate yields do materialize, our re- 
spective banks will be in a position to 
take advantage of them. 

Question: You said earlier that a 


| flat yield curve should act as a signal 
| for caution. 


Would you express your 
feeling more concretely by commenting 
on a particular issue such as “bank 
24%” of 9/15/72/67? 

Suggested Answer: Yes, but in doing 
so it is necessary to make some assump- 
tion as to the basic level of future in- 
terest rates. I suggest that we use an 
assumption that rates will continue to 
be “anchored” on the short end around 
1% per cent for one year and on the 
long end at 2% per cent for ineligible 
bonds. On that premise we can ex- 
amine the points for and against the 
“bank 2%s’’. 

In favor of the issue can be cited the 
lact that it is the highest yielding 
eligible government and that, as such, 
it provides a hedge against the con- 
tinuation of low interest rates or the 
possibility of lower rates. Further- 
more, while admitting the possible vul- 
nerability of this issue in 1952, one 
must give it the benefit of comparison 
with other alternatives. As one al- 
ternative an investment on December 
1, 1950, in a bond callable in June, 
1952, would produce a gross yield of 
about 1.54 per cent. In comparison, 


| the “bank 214s”, at a price of 1033% on 


December 1, 1950, over this same 1% 
year period would provide a somewhat 
higher income after allowing for amor- 
lization of approximately 3% of a point. 
It musi also be remembered that sale 
1¥6 years hence at a loss from amor- 
lized cost would create a tax saving 
probably equal to either 25 per cent or 
45 per cent of that loss. Add together 
the three factors of increased yield, 
amortization and tax saving. If the 
lax saving is figured at 45 per cent, 
these three factors would allow “bank 
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2%s” to decline about 13% points in 
the next year and a half and still pro- 
duce a net result approximately equal 
to the alternative of investing at 1.54 
per cent gross. (If the tax saving is 
figured at only 25 per cent, the allowa- 
ble decline in “bank 2%s’’ would be 
reduced to approximately 1 points.) 
If the issue declined 1%% points to 
about 102% in 1952, its yield at that 
time to its call date in 1967 would be 
approximately 2.32 per cent. Thus 
certain banks which need current in- 
come badly, or which may fear the pos- 
sibility of lower rates, may decide to 
hold the “bank 2%s” if in their judg- 
ment the issue has a good chance of 
selling at or above 102% in 1952. 

Against the issue must be cited the 
following factors. In spite of its recent 
price decline to a level of 103%, it con- 
ceivably could be vulnerable to further 
decline either due to a continuation of 
rising bank loans or to an increase in 
reserve requirements. Its present 
price spread against Victory 2\%s is 
historically on the high side. It ad- 
mittedly can be vulnerable in 1952 
when it meets the competition of 
newly eligible issues, all of which are 
shorter. But probably the yield curve 
provides the most telling argument of 
all against the long eligible issue. That 
curve tells us that this issue due in 
about 22 years and callable in about 17 
years provides a net income after a 45 
per cent tax rate only $3.60 per $1,000 
per year more than an issue callable 
in 1952. Such negligible compensation 
of about % of 1 per cent for extending 
one’s call date 15 years is a natural 
road block to any great enthusiasm 
for purchase. 


Question; Do I gather by implica- 
tion from your remarks that the pres- 
ent situation suggests concentration in 
relatively short-term securities? 

Suggested Answer: By implication 
the theoretical answer might be ‘“‘yes”’ 
for the following several reasons. 

1. Historically the recent yield curve 
has been about as flat and uninviting 
as it has ever been in a period of low 
rates. 

2. We hope for a change in the pat- 
tern of the curve in 1952. 

3. The Federal Reserve authorities 
have been engaged in allowing short- 
term rates to rise and we cannot know 
in advance the goal which they may 
have in mind for the one-year rate, for 
example. Their goal, in turn, may well 
be dependent upon the trend of com- 
modity prices and of bank loans. 

4. Selling pressure might be exerted 
on the market in the event required 
reserves are raised and further powers 
to raise reserves are asked and granted. 

The practical answer, however, is by 
no means as easy since it has to take 
into account the following important 
factors on the other side of the ledger. 

1. It is natural to want to hold up 
earnings through retention or pur- 
chase of intermediate or perhaps 
longer bonds. 

2. One and one-half years is quite a 
period to’ wait for the chance to buy 
newly eligible intermediates at un- 
known yields. 

3. During that period until the 
middle of 1952 $111 billion of eligible 
bonds beyond five years’ maturity is a 
ridiculously small amount to go around 
in a commercial banking system of 
$143 billion deposits, including $37 
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billion savings deposits. 

4. The competition for this small 
amount of bonds could change the 
complexion of the market fairly quickly 
if and when business itself and business 
loans turned downward and the Fed- 
eral relaxed its present policy of rela- 
live tightness. Thus, while Treasury 
bills look relatively attractive today, 
it is well to remember that there is no 
guarantee as to their yield’ three 
months hence, and it is a certainty 
that all of our banks will not be able to 
hop nimbly from bills to intermediate 
or longer issues at the bottom of the 
market decline. 

Looking at the contradictory points 
cited above brings out all too clearly 
the dilemma in which we find our- 
selves. It is a dilemma due in consid- 
erable measure to the policy of the 
Treasury Department in issuing no 
5-10 year eligible bonds since the end 
of the war and in only recently issuing 
4 and 5-year noles. 

On one side of the dilemma we are 
faced with the message of the yield 
curve which tells us that we are not 
being particularly well compensated 
when we extend maturities much be- 
yond a period of two years and that 
any increase in taxes tends to diminish 
that compensation still further in 
terms of net yield. This message, plus 
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the possibility of buying longer-inter- 
mediate term newly eligible issues in 
1952, lends considerable weight to the 
argument for maintaining a somewhat 
shorter-term portfolio than might have 
been logical, for example, on the yield 
curve prevailing during World War II. 

The other side of the dilemma per- 
haps is best illustrated by questioning 
whether it is desirable to concentrate 
the bulk of a bank’s investments within 
a two-year period. Earlier in our dis- 
cussion mention was made of the gen- 
eral desirability of a ““‘hedged”’ position 
and certainly such a hedge is not repre- 
sented by complete concentration in 
very early maturities. Furthermore, 
the Government has just made availa- 
ble a good sized block of 134 per cent 
notes at a rate 4 of 1 per cent better 
than was used earlier this year. These 
notes have the advantage of at least 
some increased yield even net after 
taxes and they obviously serve to 
“clinch” that yield for a longer period 
than a one or two-year obligation. 
Furthermore, they fit in with our previ- 
ous recommendation of contemplating 
the possible desirability of a relatively 
short-term position in 1952 since at 
that time they will have only about 
three years to run and will have the 
price protection both of that short ma- 
turity and of their 134 per cent coupon. 

In the face of this dilemma would 
not a fair compromise appear to be 
along the following lines? The bank 
should continue to hold substantial 
amounts of one and two-year obliga- 
tions sufficient not only to provide an 
adequate Secondary Reserve but also 
sufficient to provide purchasing power 


e 


A MANAGEMENT CHALLENGE 


(CONTINUED FROM PAGE 36) 

lays in making their daily bank de- 
posits. When professional men from 
the medical centers in their end of 
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in the more permanent Investment 
Account with which to take advantage 
of any attractive buying opportunities 
which may develop by or before 1959. 
Coincident with that substantia! one 
and two-year position, there would ap. 
pear to be justification for also holding 
reasonably substantial representation 
in the maturity field represented by 
the new five-year 134s. The yield curve 
raises more doubt as to the attractive. 
ness of bonds much longer than five 
years, although individual situations 
in individual banks may justify some 
holdings of the longer partially tax 
exempt bonds or even of “bank 214s.” 
In general, however, it may be well to 
postpone any appreciable representa- 
tion in issues beyond five years until 
the advent of the newly eligible issues 
in 1952. 

Question: Have you any further 
suggestions as to general investment 
policy? 

Suggested Answer: Yes, a brief but 
important suggestion that we en- 
deavor to emphasize flexibility in our 
thinking about these investment prob- 
lems. We have tried to think today in 
terms of the present situation and out- 
look. But both general conditions and 
yields will change from time to time. 
These changes naturally will affect the 
shape and the pattern of the yield 
curve. Each of us should try to main- 
tain constantly a portfolio adapted to 
the needs of his individual bank and 
conservative in the sense of being prop- 
erly hedged in maturity. Let’s also 
cultivate flexibility in our thinking so 
that our banks may take advantage of 
new conditions as they arise. 
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town would send some secretary to the 
bank at ten o’clock, she was lucky to 
return in time for lunch. 

A large increase in number of our 
accounts had also produced a bottle- | 
neck at our head office and an expan- 
sion program was undertaken. More 
and more people were coming into the 
downtown business district by car to 
do their banking and shopping, but 
our building is so constructed thal 
we could not install drive-in facilities. 

I felt that Santa Rosa had grown 
large enough for a decentralization | 


project in banking, not merely to open : 
one new drive-in office but to provide 7 
Two suitable loca- | 


two such offices. y 
tions were selected, one a mile to the | 


southwest for our Roseland office, and 


another one mile to the northwes! for | 
our proposed new Doyle office. 

Our new Roseland office, which 
opened in August, | 
equipped bank, with adjoining parking 


Burroughs Clearing House | 
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House 


lot facilities for 22 cars. It not only 
serves local residents but has resulted 
in relieving the pressure at the head 
office, especially on busy Saturdays. 
The professional men on the western 
side of town and a considerable num- 
ber of business accounts are now 
making their daily deposits through 
this drive-in office. 

Our new Doyle office now in the 
making is our project for completion 
this year. When opened it will also 
serve an additional purpose for auto- 
mobile customers. During recent years 
we have built up an extensive install- 
ment loan department at the head 
office. When this new branch is com- 
pleted the officers and all personnel 
who handle installment loans at the 
head office will be moved over to the 


¢ 


Doyle office, so that installment cus- 
tomers will not have to come to the 
congested downtown area to make their 
payments. 

In addition to our offices in Santa 
Rosa, our bank also operates branches 
in the communities of Windsor and 
Cotati in Sonoma County. 

In our lending policies, no funds of 
the institution are loaned outside of 
Sonoma County. All of our efforts 
are confined to that area for the 
development of better farming meth- 
ods and the building of business in 
general within the county itself. 

In a fast-growing community like 
ours there is always a place for com- 
parative banking and particularly the 
large branch banking systems. They 
have their rightful place in our econ- 
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MR. CLUTCHBILL 


(CONTINUED FROM PAGE 37) 
firmly stated Mr. Spearhawk, his face 
paling. 

Three hours later Mr. Spearhawk’s 


car left the hard-top and bumped two 


miles down beside a broad river. Ata 


battered tin mail box bearing the 
straggling black letters, “Abraham 


Neff,” the car mounted a knoll where 
squatted a low weather-beaten farm- 
house and outbuildings. A long, gaunt 
individual with a sandy beard stood on 
the rear veranda, and a double-barreled 
duck gun leaned against a post. 

“Lucky you showed up. I was just 
starting,” greeted Abe Neff. 

“Now, what’s all this about?” 
barked Mr. Clutchbill struggling out 
of the car. 

“That $1,000 check was pinched out 
of my mail box. It was to buy five 
new cows —and I know who pinched it. 
Look at this! Found it in the mail box 
after I telephoned.” 

Abe Neff held out a wrinkled frag- 
ment of paper covered with penciled 
words which Mr. Clutchbill could 
easily read. 

“At midnight tie $500 in bills on rail 
of ferry and run her over. I'll leave 
check hitched to mooring post across 
the water.” 

“Him’f! Who wrote 
the old director. 

“My hired man.” 

“What ails him?” 

“Plenty, I’ve discovered at last. 
Always thought him queer what with 
his telling of seeing ghosts at night 
that turned out to be corn stocks. 
A single crow would scare him for a 
week. ‘One crow, woe; two crows, 
gold,’ he’d say. He knew I was 
getting these cows .. . it’s his writing, 
all right enough.” 

“Hm-m! Ransom, the old game,” 
nodded \ir. Clutchbill. ‘‘He’s smart. 
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it?’ grunted 


He knows if he used that check it 
would get him into trouble.” 

““He’s an educated critter, 
derelict.” 

“‘Can’t we snare him at this ferry he 
speaks of? Where’s that?” 

“Huh, no chance. Wait till I show 
you. And we'll have to be careful; 
he’s watching, all right enough. Come 
with me.” 

“You guard the car, Spearhawk,”’ 
said the old director in a low breath, 
pushing the bank’s .45 Colt’s into 
Mr. Spearhawk’s lap. 

“I warn you I’m leaving if someone 
shows up,”’ scowled Mr. Spearhawk. 

‘““You stay right here,” ordered Mr. 
Clutchbill starting off under Abe 
Neff’s guidance. 

The two men entered an old hay 
barn, and by a series of ladders 
mounted to the crazily leaning cupola. 

A mysterious wilderness looked back 
on Mr. Clutchbill when he gazed 
through the slatted openings in the 
cupola. Northward from the barn the 
land subsided to an_alder-fringed 
branch of the river. Beyond the 
branch a small cultivated field faded 
into a level marsh running for miles to 
the silver reaches of the lake. 

‘“‘He’s over there waiting till to- 
night,” muttered Abe Neff. “Can you 
see the ferry at the end of the tote 
road?” 

Mr. Clutchbill lifted his telescope to 
a slit in the cupola. Suddenly he 
nodded at sight of a flat scow on the 
near side, and its heavy rope cable 
dipping into the water, then rising to a 
post on the far shore. 

“It’s my cow ferry,” explained Abe 
Neff. ‘“When the branch broke through 
a ferry had to be rigged to join the 
farm again. That cuss is hiding in the 
alders over there for night to come. 
No one can catch him in that marsh. 


but a 
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omy, especially to handle large credits, 
and it is good to diversify the risks. 

The three independent banking in- 
stitutions in Sonoma County, working 
in harmony with the offices of the 
large branch banking systems, have 
done a good job to develop Sonoma 
as a fast-growing and outstanding 
county of our state. 

I feel that our bank management 
program is not only helping to build 
our community but is developing men, 
men for succession in management. It 
is creating a new kind of reserve that 
doesn’t show on the books —our man- 
agement reserve. 
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He can steal a skiff and get into 
Canada with the $500 which I don’t 
know how I am going to get.” 

“‘Hm-m, it’s a very pretty case... 
very pretty,”’ mumbled the old director 
sweeping his telescope along a line of 
large willows fringing the near shore 
of the branch. ‘‘There’s a moon to- 
night. You got a skiff?” 

“Four of ’em I rent to fishermen.” 

**All colors?” 

“Three of ’em are green and there’s 
an old weather-beaten gray one.” 

“That’s the one I want. Look kind 
of pale in the moonlight, won’t it?” 

“I suppose it would.” 

“You wear a nightshirt when you go 
to bed?” suddenly inquired Mr. Clutch- 
bill. 

Abe Neff gave the old director a 
strange glance. “I’m fool enough to 
wear these newfangled pajamas.” 

“Too bad. Eh, your wife wears a 
nightshirt?” 

“Wh .. . why, confound it, yes. 
What’s all that got to do with it?” 

“My companion, Mr. Spearhawk, 
and I may have to go in swimming. 
We'll have to borrow a couple of your 
wife’s nightshirts. Think that cuss 
over there is armed?” 

“IT wonder if he’s got a gun... 
probably a revolver, if anything.” 
“Hm-m, I’m wondering if 
shoot at a woman. 

you say?” 

““Superstitious as they come.” 

*“We’ll have to take a chance, then,”’ 
said Mr. Clutchbill gravely. 

The late summer evening deeped 
into velvety blackness, then the moon 
swelled over the eastern horizon turn- 
ing the river to silver. Down at the 
branch below the house three men 
stood under the willows which cast an 
inky shadow nearly to the far shore. 

“Hold still a minute before we get 
into the nightshirts,” hissed Mr. 
Clutchbill. “I want to sprinkle our 
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heads and hands with the bag of flour 
Abe has provided. It’ll whiten us out. 
I want us to appear as a couple of 
ladies taking a moonlight ride in the 
skiff.” 

“I don’t like any part of this,’’ com- 
plained Mr. Spearhawk. “I tell yuh 
we'll get drilled.” 

‘“‘Pee-daw! Hold still!’ 

A moment later the white bare knobs 
of Mr. Spearhawk and Mr. Clutchbill 
glowed palely under the willows. Their 
bodies disappeared under the ample 
folds of Mrs. Neff’s nightshirts. 

‘“‘What’s the hour?” wheezed the old 
director. 

Abe Neff took off his hat, struck a 
match in it and examined his watch. 

“She’s almost on the dot of mid- 
night,”” he whispered. 

““Get your package set with the $10 
bill showing on top, and start the ferry 
like I told you. We’ll ease the skiff off 
the clay and take off at the same time.”’ 

Abe Neff now made no attempt 
at caution. He brushed alone out of 
the willows and was shortly stamping 
loudly out on the plank deck of the 
cow ferry. Here in the clear blaze of 
moonlight he tied a package to the 
ferry’s guard rail, then suddenly his 
voice shot over the water. 

“Yuh watching? You little sharp- 
nosed weasel! Lemme see you stick 
that $1,000 check on the mooring post, 
or I won’t move this ferry an inch. 
You’ve seen me hitch the package... 
you mouldy bow-legged crow!” 

Across the water a shadowy figure 
rose from behind the mooring post. 
Shortly an oblong wisp of paper glowed 
in the moonlight. 

With an audible crunching, the 
ferry grated its stern clear of the 
pebbles and inched out as Abe Neff 
strained on one of the cables. 

Silently Mr. Clutchbill crept into the 
bow of his skiff. A second later Mr. 
Spearhawk stepped into the stern of 
the floating craft. With a noiseless 
oar used as a paddle he directed the 
skiff outward through the black shad- 
ows. 

The breathless minutes crept slowly 
astern as they kept pace with the 
sluggish ferry, now sharply outlined 
in a full glow of moonlight. Midstream 
was reached. And then, like an appari- 
tion from heaven, the ghostly skiff 
suddenly appeared creeping like an 
ancient barge on the Nile over the 
silver surface. Erect in the bow stood 
a white figure embalmed under a flow- 
ing shroud. In the stern another white 
figure sat bolt upright with scarcely 
moving paddle. 

“Wh... who — are — you-u?” 
plunged from the far shore in a hollow, 
shaking voice. 

An ancient, weird voice wailed out 
of the tense silence: 

“Friendly Father Time coming... 
com-ming-g-g over the Styx for you, 


my son! 
victim: 
‘Faster! faster, St. Peter! All 
things must change 
To something new, to some- 
thing strange; 
Nothing that is can pause or 
stay.” 

“Go ’way! Go back! !’ screamed 
an hysterical voice on the far shore, 

*‘Whose farthest footsteps 
never strayed 

Beyond the village of his birth 
Is but a lodger for the night 
In this old Wayside Inn of 
Earth.” 

On the far side a figure sprang half 
way up the slippery clay bank, and 
began climbing with hooked fingers. 

A deafening blast and pencil of 
flame leaped from the old .45 Colt’s 
poked loose from Mr. Clutchbill’s 
shroud. A spatter of clay shot up on 
the far bank. The shadowy figure 
gave a bullfrog kick and sailed a foot 
clear of the rim of the clay bank. 

Mr. Spearhawk caught his balance 
and reeled forward into the skiff 
again. 

“Paddle for your life, Spearhawk,” 
hissed Mr. Clutchbill. ‘“‘We’ve got to 
get there before he comes back for 
that check!” 

Mr. Clutchbill knelt and grabbed 
the other oar. The skiff boiled rapidly 
to the bank. The old director scram- 
bled out and in one wild grab gathered 
in the wisp of paper stuck in a crack 
of the mooring post. One glance, and 
he saw across it in the moonlight the 
familiar old print, ““Ferndale National 
Bank.” 

“Back her away .. . back her away, 
Spearhawk —I’ve got it!’ howled the 
old director tumbling on all fours into 
the skiff’s bow. ‘“‘Paddle for the 
ferry,” he gasped. 

In a few moments they boarded her 
more than half way across. 

“Abe Abe!’ bellowed Mr. 
Clutchbill swinging his arms up and 
down in his ghostly nightshirt. “I’ve 
got it, Abe!’’ he hollered, waving the 
check in the moonlight. 

“T wouldn’t go through that again 
for two checks,” squalled Abe Neff 
the instant the ferry’s snout grated 
on the beach. ‘I’m shaking like a 
cattail right now.” 

“Tt worked,” said Mr. Clutchbill 
gaily. “I was banking on that bird’s 
superstitions.” 

Mr. Spearhawk began crawling oul 
of his violently trembling nightshirt. 
“T wouldn’t do that again for a gold 
mine,” he hissed the moment his white- 
powdered eyebrows came in sight. 

“Come up the house, boys, and I'l 
go down cellar with a pitcher. I don’ 
know how I’m going to pay yuh.’ 

“We're paid,” wheezed Mr. Clutch- 
bill. ‘The Ferndale National }s as 
glad to get that check as you are.” 


Harken ye, my newest 
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